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MOVING AMERICA: STAKEHOLDER
PERSPECTIVES ON OUR MULTIMODAL
TRANSPORTATION SYSTEM

WEDNESDAY, FEBRUARY 15, 2017

U.S. SENATE,
SUBCOMMITTEE ON SURFACE TRANSPORTATION AND
MERCHANT MARINE INFRASTRUCTURE, SAFETY AND SECURITY,

COMMITTEE ON COMMERCE, SCIENCE, AND TRANSPORTATION,
Washington, DC.

The Subcommittee met, pursuant to notice, at 2:31 p.m. in room
SR-253, Russell Senate Office Building, Hon. Deb Fischer, Chair-
man of the Subcommittee, presiding.

Present: Senators Fischer [presiding], Nelson, Cantwell,
Klobuchar, Blumenthal, Booker, Udall, Peters, Duckworth, Hassan,
Wicker, Blunt, Cruz, Inhofe, Moore Capito, Gardner, and Young.

OPENING STATEMENT OF HON. DEB FISCHER,
U.S. SENATOR FROM NEBRASKA

The CHAIRMAN. Good afternoon, everyone. And welcome to the
Surface Transportation Subcommittee. I thank you for being here
today for our first hearing of the 115th Congress.

Today’s hearing, entitled, “Moving America: Stakeholder Perspec-
tives on our Multimodal Transportation System,” brings together
an esteemed panel of transportation leaders.

As many of you are aware, President Trump mentioned strength-
ening and renewing our Nation’s transportation infrastructure in
his inaugural address. 'm encouraged to see the President making
transportation infrastructure a top priority.

As Congress and this new administration seek to develop infra-
structure solutions, my hope is that we address future infrastruc-
ture funding challenges. Like many of my colleagues, I am proud
of the bipartisan work Congress did to enact the Fixing America’s
Surface Transportation, or the FAST Act.

However, our work is not done. According to the latest projec-
tions by the Congressional Budget Office, the Highway Trust Fund
will face a deficit of over $100 billion in the next 5 years, following
the expiration of the FAST Act. The Highway Trust Fund serves
as a fair and equitable source of transportation funding for all
states.

To address this funding shortfall, I've introduced the Build USA
Infrastructure Act, modeled on Nebraska’s successful transpor-
tation funding efforts. This bill would divert a portion of the reve-
nues collected by the Customs and Border Patrol on freight and
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passengers at ports of entry to cover the projected deficit. In addi-
tion, the bill would establish measures to offer states greater flexi-
bility in initiating critical transportation infrastructure projects.

Certainty in Federal highway funding and project flexibility for
states should be key elements of any major infrastructure package.
I also suggest that Congress build off of the successful freight pro-
grams established in the FAST Act. The multimodal freight pro-
gram provides dedicated formula funding to states for critical
urban and rural corridors.

It’s important that our work to make America’s transportation
system more reliable and efficient also addresses the challenging
regulatory environment. In 2015, I authored the TRUCK Safety Re-
form Act. This bill reformed the controversial and obscure regu-
latory process at the Federal Motor Carrier Safety Administration,
and it was included in the FAST Act. Because of this measure, the
FMCSA now needs to conduct a more transparent, inclusive, and
responsive regulatory process with stronger cost-benefit analysis.

The FMCSA’s “entry level driver training” negotiated rulemaking
is a good example of stakeholders coming together with the agency
to produce positive outcomes and increased safety.

I hope to work closely with Transportation Secretary Elaine
Chao, my colleagues here in Congress, and stakeholders to address
similar regulatory process challenges across agencies at the DOT.

For example, in the previous administration, the Federal Rail-
road Administration’s electronic braking rule represented a multi-
billion dollar mandate without clear safety benefits. In fact, several
railroads had tested and then abandoned these systems, a fact ef-
fectively disregarded by the FRA. This effort was followed by an
ideological “government knows best” PR campaign that criticized
operators opposed to the mandate.

In reviewing this rulemaking, the Government Accountability Of-
fice found that, “DOT’s modeling lacked transparency as the infor-
{nation published may not be sufficient for a third party to rep-
icate . . .”

With new leadership at the FRA, we hope the agency will im-
prove, but we cannot rely on that alone. Congress must act to im-
prove the use of data, risk-based analysis, transparency, collabora-
tion, and objective-based rules at the FRA.

As we examine how the FRA conducts its regulatory process, we
must consider the cumulative impact of regulations across the gov-
ernment on a freight rail industry that is projected to infuse $22
billion in private investment in our Nation’s transportation system.
We should all applaud this tremendous investment in our transpor-
tation network.

Today, I look forward to hearing how Congress can work to
strengthen our Nation’s transportation infrastructure while en-
hancing safety, reliability, innovation, and efficiency across the en-
tire network.

I would now recognize the Ranking Member of the Commerce
Committee, Senator Nelson, for any statement he wishes to make.

Senator BOOKER. No, you go ahead.

Senator NELSON. Well, I always want the Ranking Member of
the Subcommittee to go first. So would you, please?

Senator BOOKER. Sir, your wish is my command.
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The CHAIRMAN. Ranking Member Booker, great to have you.
Senator BOOKER. Thank you. Thank you very much.

STATEMENT OF HON. CORY BOOKER,
U.S. SENATOR FROM NEW JERSEY

Senator BOOKER. I actually first want to give some acknowledge-
ment and gratitude to the Chairperson of this committee. One of
the things I feel most excited about in my time as a Senator has
been the partnership I've had with the Chairperson of this com-
mittee. We have found a good way to work together in a bipartisan
fashion to actually move some very positive things forward. When
I'm talking to friends of mine, I often describe this relationship as
a bipartisan Batman and Robin, and I’ll say here for the record just
in case you have heard about that, I am Robin, you are Batman.

[Laughter.]

Senator CRUZ. Nice tie.

Senator BOOKER. Thank you very much. You should see the full
gear.

[Laughter.]

Senator BOOKER. But I do want to say that I still believe even
with the progress that we’ve made, we’re at a point in our Nation
where we’re in a crisis, we are in an infrastructure crisis. The
American Society of Civil Engineers ranks American infrastructure
now at D-plus. Literally in a generation, my father’s generation, we
had the number one ranked infrastructure on the planet Earth,
and now our infrastructure in this country is not even in the top
10.

Nothing about our country, we are a phenomenal gift to human-
ity in so many ways, nothing about our country should be a D-plus.
We should lead the globe in infrastructure, and that’s in particular
because having a great infrastructure is a critical ingredient to
having a great economy.

That’s why I use the word “crisis” very purposefully, because the
Chinese symbol—and the Chinese obviously spending 5 percent of
their GDP on their infrastructure, us spending 1 percent or less—
the Chinese symbol for a crisis is danger and opportunity. There
is a tremendous opportunity here to help infuse our economy with
strength, to put people back to work—Americans back to work—to
give industries a boost through Buy America provisions. All of
these things give us an opportunity that is especially important
now because the cost of capital is so low.

For those of us who are concerned about debt-to-GDP ratio, we
understand that every dollar invested in infrastructure growth ac-
tually grows our economy by two dollars, making that debt-to-GDP
ratio even better.

We are a nation that can and must do better, and there is bipar-
tisan space for us to work together to get it done. One of the areas
I'm obviously most concerned about is the Northeast corridor in
which I live and reside and represent. One of the worst chokepoints
in the Nation in terms of the value of this piece of real estate, the
greater—I call it the greater Newark metropolitan area, but some
people call it the greater New York metropolitan area, is one of the
most economically productive regions on the planet Earth, it has
one of the most inadequate infrastructures there are. The choke-
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point that exists there is literally strangling our national economy,
and that’s one of the reasons why the Gateway Project has been
so important to me, and I value my partnerships again with Re-
pub%{ican colleagues like the Ranking Member, like Senator Roger
Wicker.

I would be remiss if I don’t speak finally, Chairwoman, about one
very important thing, which is just this idea of safety. It doesn’t
have to be an either/or. We can find ways to control regulations.
I've actually learned a lot from Senator Fischer’s approach, but we
can also do things to emphasize the safety and security of our high-
ways, of our airways, and more. And we should have that balance.

Right now, we’re seeing a startling increase of traffic fatalities on
our highways specifically involving large trucks. That does not
have to be the case. We can and must do better to elevate human
life.

So I'm excited about this Congress. I'm excited about under the
leadership of my Chairman that we've put forth, Democrats put
forth, a trillion dollar proposal for improving our infrastructure. I
think it’s a solid proposal, it’s a fiscally wise proposal, and those
investments will help to really make our economy boom, but not
just for today, for tomorrow.

Remember, we got an inheritance from our grandparents, the
best infrastructure on the globe, we’'ve now trashed that inherit-
ance. It’s time for our generation to step up and do the right thing,
make the investments so that our children and grandchildren can
again be number one on the planet Earth, not just for the quality
of our infrastructure, but because that infrastructure ensures we
will continue to be the dominant economy and innovators on the
globe for the future.

Thank you very much, Chairman.

The CHAIRMAN. Thank you, Senator Booker.

And now I would like to recognize the Ranking Member of the
Full Committee, Senator Nelson.

STATEMENT OF HON. BILL NELSON,
U.S. SENATOR FROM FLORIDA

Senator NELSON. Thank you. I want to point out Senator Peters
and Senator Cantwell, along with the Ranking Member of this sub-
committee, we really got some terrific Members assigned on this
side, Amy Klobuchar, Richard Blumenthal, Tom Udall, Tammy
Baldwin, Tammy Duckworth, and Maggie Hassan. So you can see
this subcommittee has a lot of interest.

Now, for example, you need a tunnel. There is a chokepoint.
There are one or two tunnels there between New Jersey and New
York. Right here, coming across the Potomac River from the south
there’s a chokepoint. We've got to shore these up.

Dr. Lofgren is concerned with the roads and bridges. There are
56,000 structurally deficient bridges in this country. In Florida
alone, there are 200 that are determined by the Florida Depart-
ment of Transportation as structurally deficient. And, of course, we
remember the very tragedy that we saw in Minneapolis with the
collapse of an interstate bridge.

I can go on and on, whether it’s the bottleneck at our ports or
the congestion on our roads, this aging infrastructure goes on and
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on. Now, there is going to be a lot of consensus around here for
spending on infrastructure, but then you’re going to get to the
question, How are you going to pay for it?

All of your industries—and I assume, Mr. Gurd, you are one of
the shippers, so you've got the freight railroad, you've got the pas-
senger railroad, you've got the trucks right here at the table. Tell
us what we need to know so that we can light a fire under these
folks that keep sticking their heads in the sand to not fix this na-
tional security issue of a tunnel going into New York, et cetera, et
cetera.

Thank you, Madam Chairman.

The CHAIRMAN. Thank you, Senator Nelson.

At this time, I would like to recognize Senator Cruz, from Texas,
who will be introducing the BNSF Executive Chairman.

Senator Cruz.

STATEMENT OF HON. TED CRUZ,
U.S. SENATOR FROM TEXAS

Senator CRUZ. Thank you, Madam Chairman and Ranking Mem-
ber Booker, for holding this important hearing. And it’s a privilege
to join you this afternoon and have the opportunity to introduce my
fellow Texan, Matt Rose, who’s the Executive Chairman of the Bur-
lington Northern and Santa Fe Railway Company, otherwise
known as BNSF.

As many of you know, Matt has a long history working within
the rail industry, which includes having served 13 years as Chief
Executive Officer and 11 years as Chairman of BNSF. In this role,
Matt has led one of North America’s leading freight transportation
companies, which has a rail network of 32,500 route miles in 28
states and three Canadian provinces—you’ve always got to be care-
ful traveling to Canada—and which transports millions of ship-
ments each year, thanks to the dedication and commitment of
41,000 employees.

As all of you know, this is no easy task. Over the past few years,
the rail industry has experienced declines in commodities such as
coal and crude oil moving across rail networks, has faced chal-
lenges from environmental advocacy groups opposing the construc-
tion of facilities, and must still ultimately operate within one of the
most regulated industries in the United States.

In addition to his leadership at BNSF, Matt and his wife, Lisa,
are very active within the Fort Worth community in Texas, where
they started Gatehouse, a supportive living community where
women and their children in crisis can discover a new path for per-
manent change.

Matt also dedicates his time to Read Fort Worth, a coalition of
businesses, civic, education, philanthropic, nonprofit, and volunteer
leaders working to ensure that 100 percent of Fort Worth third
graders are reading on grade level by 2025.

In short, Matt brings a wealth of knowledge about the rail indus-
try as well as the communities in which they serve. I look forward
to his testimony before this subcommittee this afternoon as we ex-
plore both the challenges and the opportunities facing the rail in-
dustry, as well as the steps that this subcommittee can take to help
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ensure American competitiveness today and beyond, for our na-
tion’s transportation sector.

The CHAIRMAN. Thank you, Senator Cruz.

And now I would like to recognize Senator Peters, who will intro-
duce Dow Chemical’s Tom Gurd.

STATEMENT OF HON. GARY PETERS,
U.S. SENATOR FROM MICHIGAN

Senator PETERS. Well, thank you, Chairman Fischer and Rank-
ing Member Booker, for having this very important hearing.

And I would like to introduce Mr. Tom Gurd to the Sub-
committee today, another fellow Michigander.

Mr. Gurd is the Vice President of Integrated Supply Chain for
the Dow Chemical Company and is also a member of the American
Chemistry Council. And I am pleased that he has taken the time
to be with us to share his thoughts on how we can develop policies
that foster growth in the manufacturing sector and grow our econ-
omy.

Our state of Michigan, which we’re very proud to live in, has a
long history of being a leader in scientific and engineering advance-
ments, and Dow Chemical Company is certainly an excellent exam-
ple of my state’s talented and innovative companies in today’s glob-
al workforce.

Founded and headquartered in Midland, Michigan, Dow has
grown to be one of the world’s largest chemical companies, in part,
due to its commitment to continually pushing scientific boundaries
of plastics, chemicals, and agricultural products. These products
reach consumers across the United States and in nearly 160 coun-
tries around the world, and they reach those locations by efficiently
using our multimodal transportation system.

Companies like Dow depend on a well-maintained, safe, and effi-
cient transportation system to move their goods to market. How-
ever, our transportation infrastructure is falling behind the rest of
the developed world. I believe that we have to invest in 21st cen-
tury infrastructure that focuses on new and emerging technologies,
which is one reason why I'm a huge proponent of connected and
automated vehicles, which will revolutionize the way that we move
people and goods in the next 10 to 20 years.

But I'm honored to have had the opportunity to work with Tom
in Dow Chemical on a range of critical policy issues, and I believe
that Tom’s understanding of our nation’s transportation needs will
be of great benefit to this Subcommittee and to the Committee as
a whole.

Thank you for being with us.

The CHAIRMAN. Thank you, Senator Peters.

And it’s my pleasure to introduce Dr. Christopher Lofgren, who
has been the Chief Executive Officer and President of Schneider
National, Incorporated, since August 2, 2002. Dr. Lofgren served as
the Chief Operating Officer of Schneider from 2000 to 2002, and
served as its Chief Information Officer and Chief Technology Offi-
cer.

He holds a Bachelor’s degree—a Bachelor of Science and Master
of Science degrees in industrial and management engineering from
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Montana State University, and a Ph.D. in industrial and system
engineering from the Georgia Institute of Technology.

We are also joined today by Wick Moorman. Welcome. The Am-
trak Board of Directors appointed Charles W. “Wick” Moorman 1V,
President and Chief Executive Officer effective September 1, 2016.
Mr. Moorman is the tenth executive to lead America’s railroads
since the company began operations in 1971. Prior to coming to
Amtrak, Mr. Moorman spent approximately 4 decades at Norfolk
Southern Corporation and its predecessor, Southern Railway. He
retired as Chairman and CEO of NS in 2015.

Mr. Moorman earned a Bachelor of Science in Civil Engineering
from the Georgia Institute of Technology in 1975 and a Master’s of
Business Administration at Harvard University.

So welcome to all of you gentlemen. We will now begin with your
opening statements. And I would ask Mr. Rose if you would please
begin with yours. Thank you.

STATEMENT OF MATTHEW K. ROSE, EXECUTIVE CHAIRMAN,
BNSF RAILWAY COMPANY

Mr. RoSE. Thank you, Senator Fischer, Senator Booker, members
of the Subcommittee, for inviting me here to appear before you
today on our perspective as a stakeholder in the U.S. supply chain.

I would like to start by thanking the Committee for its good work
last Congress on a number of matters important to the rail indus-
try.

The U.S. supply chain is changing under our feet. The rail indus-
try is going through a transition driven by shifts in the energy
landscape, our customers’ ever-changing supply chain, our competi-
tors, and, yes, public policy, such as how our Nation’s highway in-
frastructure is funded and whether railroads will be constrained
from innovating.

Rail volume in recent periods are lagging the already lethargic
U.S. manufacturing and economic growth. Over the past 5 years,
GDP has grown about 2 percent in our United States, while rail
volumes have declined actually by two-tenths of 1 percent.

So the big game changer for the industry is the loss of the coal
business. The cumulative impact of environmental policies, the
price of natural gas, and the incentives provided to renewables has
resulted in about a 50 percent decline in coal’s historic volumes.
Weak consumer demand and changing consumer habits has also
impacted our international intermodal markets. There is softness
in other segments as well.

We do believe that 2017 will be a better year, but we still will
not reach historic peak volumes. We’re hopeful that Congress will
enact policies that help stimulate the economy, like corporate tax
reform, sensible regulatory reforms, coupled with growth-oriented
trade policies.

We will also be focused on the rail industries national labor nego-
tiations, which we are now in the final stages. A work stoppage
would negatively impact rail volumes and the entire U.S. economy.

For railroads in 2017 and beyond to remain competitive will re-
quire a level playing field across competing freight transportation
modes. For our part, we will continue to focus on cost control in all
areas of the operation and make significant investments in our
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track, equipment, and new technologies consistent with this evolv-
ing business environment.

My written testimony discusses the many operating practices in
technologies and use being developed which promote necessary effi-
ciencies and also increase safety. By all measures, recent years
have been the safest in rail history. In 2016, reportable train acci-
dents on BNSF were at historic lows, down more than 16 percent
when compared to 2015. This reflects the increased leverage of
data from our expansive trackside detector network and other tech-
nologies as well as the effectiveness of our annual maintenance and
ongoing employee training and rules compliance program.

BNSF’s ability to earn adequate returns becoming increasingly
more efficient supports these continuous safety improvements and
our efforts to consistently meet our customer service needs and
their expectations.

BNSF’s risk management goes beyond compliance with govern-
ment regulations. We're already transitioning to the next level of
safety through technology-driven data integration provides a com-
prehensive view into how various conditions on the railroad inter-
act with each other, identifying issues well before problems can
occur. We think regulations should incentivize these efforts in con-
trast to which some which we believe currently discourage it.

Over the last 130 years, unique legal and regulatory schemes
have developed that govern nearly every facet of the rail industry.
I believe I can affirm that the railroads are one of the most “com-
mand and control” regulated industries in the United States. We
believe that regulation can be improved to take into account a rail-
road safety record and the successful risk management activities.
Neither the Congress nor the FRA has taken a comprehensive look
at the cumulative impact and the effectiveness of the totality of
railroad regulation.

My written testimony details recommended steps for improving
the regulatory process. They include improving procedures for
granting waivers, ensuring rules provide benefits that outweigh
their costs, and avoiding or removing potential redundancies.

Congress should also direct the FRA to account for the rail in-
dustry’s exceptional safety record, which would support movement
toward a more balanced, collaborative, and transparent approach to
performance-based regulatory policies.

Turning to surface transportation policy, we support additional
investments in highways. We know it’s necessary. The General
Fund’s transfers to the Highway Trust Fund, now totaling some
$140 billion since 2008, is not a sustainable model for the future,
and unfairly tilts the playing field against privately funded freight
railroads. Congress must find a new way to at least increase the
commercial user’s contribution to the infrastructure that they use
through increased fuel taxes, a weight/distance fee, or similar
proxy. This isn’t something that must happen eventually; it’s time
to look at it now. The trucking industry, to its credit, also recog-
nizes this.

In closing, whether the issue is highway funding, truck weights,
regulatory policy, or taxes, I would ask policymakers to carefully
consider freight rail’s public benefits, including environmental, sup-
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ply chain efficiencies, and reduced highway congestion, and mainte-
nance costs.

Whatever policy you enact, will it result in more or less freight
on the privately funded freight railroads? That’s the important
question. And more is better for us and the country.

Thank you very much.

[The prepared statement of Mr. Rose follows:]

PREPARED STATEMENT OF MATTHEW K. ROSE, EXECUTIVE CHAIRMAN,
BNSF RAILWAY COMPANY

Introduction

Thank you Senator Fischer, Senator Booker and Members of the Subcommittee
for the opportunity to submit testimony and appear before the Subcommittee to pro-
vide our perspective as a stakeholder in the U.S. supply chain. It is a privilege to
discuss with you the challenges and opportunities that may affect our outlook. As
we look at 2017, we see a time of change and uncertainty. As a railroad, under-
standing the future is critical; we make long-term decisions and it is crucial to
match our capacity—manpower, track, equipment and facilities—with demand. If
we have too little capacity, then we can suffer service issues, like those in 2013—
2014, with which the Committee is familiar. If we overestimate and have too many
assets, our ability to continue to make strong investments could be jeopardized,
which also negatively impacts our customers, and the economy.

The U.S. supply chain is changing under our feet. The rail industry is going
through a transition that is the largest we have seen in the twenty years that I
have been in leadership at BNSF. It is being driven by shifts in the energy land-
scape, our customers’ ever-changing supply chains, our competitors and, yes, public
policy, such as how our Nation’s highway infrastructure is funded, and how rail-
roads will be permitted to innovate. The railroad industry must become more effi-
cient in order to remain competitive, and since we pay for our own infrastructure,
we need a level playing field as we compete with other modes for freight. We ask
that policymakers consider the public benefits that freight rail transportation pro-
vides—energy and environmental benefits, supply chain efficiencies, reduced high-
way congestion and maintenance costs—and how they are affected by public policy.

At the outset, I would like to commend this Committee on enactment of an ex-
traordinary amount of good legislation related to railroads in the last Congress, in-
cluding an extension of the Positive Train Control (PTC) implementation deadline,
passing a range of railroad-related provisions in the Fixing America’s Surface Trans-
portation (FAST) Act, as well as reauthorizing the Surface Transportation Board
(STB) for the first time since 1995. In this Congress, we look forward to working
closely with the Committee on a proactive agenda that provides for updating and
improving regulation and ensures that infrastructure investment and policy treats
railroads equitably. BNSF and the freight rail industry hope to be a resource to the
Committee as it addresses these important issues.

Economic Update and Outlook

Over the past five years, GDP has produced more than two percent growth, while
rail volumes have declined by two-tenths of a percent due to a change in consumer
buying habits, the service sector attracting a larger portion of GDP, and the decline
in the coal sector. BNSF moved more than 9.7 million units in 2016, half a million
fewer units than in 2015, representing five percent decline in our total business. We
experienced declines in three important commodities that are at the core of the rail-
road’s business—energy, namely coal and crude oil, and international intermodal
containers.

In 2016, BNSF handled about 480,000 fewer units of coal than in 2015, and fin-
ished the year with our lowest coal volumes since the Powder River Basin (PRB)
mine expansion in 2002—-2003. Our utility customers are in the midst of a long-term
transition of their generation assets, moving away from coal and toward natural gas
and renewables due to the low price and abundant supply of natural gas, regulatory
pressures on coal, and tax policies that incentivize renewables.
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Originated Carloads of Coal by U.S. Class | Railroads

(millions)

L - LA - I B+

Ji B BB BEEB

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016*
*2016 is preliminary Source: AAR Freight Commodity Statistics

The U.S. freight rail industry as a whole has experienced a similar trend related
to coal. In 2008, the peak year for U.S. rail coal traffic, Class I railroads originated
7.5 million carloads of coal. In 2016, coal carloads totaled just 4.1 million carloads,
or 3.4 million fewer carloads than in 2008. The revenues and profits lost by railroads
because of coal’s decline will be extremely difficult to replace. Many of railroads’ coal
assets have or will become “stranded,” meaning their revenue-generating potential
is lost or greatly reduced even though the costs of most of these assets will remain
on railroads’ balance sheets for years to come. The loss of railroads’ coal traffic com-
bined with the market volatility of other commodities hauled by railroads means
that the market outlook for railroads has become inherently less stable. Typically,
coal provided a base revenue load for many rail lines that helped keep costs down
for other lines of traffic. For many rail lines, that base is gone.

BNSF’s crude oil volumes declined with domestic U.S. oil production due to the
long-term drop in the world price of oil and increased pipeline competition. In 2016,
we handled almost 130,000 fewer units of crude than in 2015, which is a decline
of about 40 percent.

International intermodal volumes from west coast ports on BNSF were down by
more than 60,000 units in 2016 as compared to 2015, and will continue to face
headwinds, as volumes have been flat or down the past several years. Domestic
intermodal continues to grow, but at a slower pace than we would like. Trucks are
our customers and our competition. They have benefited from consistently low fuel
prices and truck over-capacity which contributes to flat near-term forecasts for rail-
road domestic intermodal.
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BNSF’s primary area of growth was in the agricultural sector. The U.S. had
record corn and soybean volumes in 2016 due to several factors, including strong
harvests, but also due to Asian buyers purchasing more U.S. corn when Brazilian
supplies were reduced by summer droughts. This, in tandem with a stronger Bra-
zilian currency, helped enhance U.S. corn and soybean export sales and also contrib-
uted to all-time record volumes and shuttle sales on BNSF in the fall. However, ag-
riculture represents just ten percent of our annual volumes.

In general, rail volumes have been linked to the performance of the broader econ-
omy; when the economy is suffering, most rail traffic categories suffer too. However,
it is less true now that when the economy does well, most segments of rail traffic
do better. Rail volumes for commodities like grain and energy products often vary
significantly year-to-year for reasons that have little to do with the state of the econ-
omy (e.g., the price of natural gas can have a big effect on coal volumes; droughts,
exchange rates and worldwide weather patterns can affect grain volumes).

Average Delivered Price of Natural Gas for the
U.S. Electric Power Industry: 2007-2016*
(dollars per million btu)
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*2016 is year to date through November. Source: Energy Information Administration
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Consumers are changing their buying patterns. In recent years, changes in con-
sumer spending have also reduced rail volumes as a larger percent of GDP moves
to technology, like smart phones, and to services and entertainment. Consumer sta-
ples, such as clothing and household goods, appear to be moving down on the list
of consumer spending, resulting in fewer containers of imported goods destined to
the big box retailers. There will likely always be growth in freight volumes associ-
ated with consumer goods spending related to population growth, but the future
may bring less of it than in previous cycles, and railroads must compete hard for
every load. This means that the rail industry must continue to become ever more
efficient.

At BNSF, and throughout the industry, our focus has been on reducing variable
costs wherever possible, including shrinking the size of our active equipment and
locomotive fleets to match volumes. Given the drop in volumes and the resulting fi-
nancial impact, we also need to address fixed costs and ensure our workforce is
sized to our needs. Unfortunately, non-seasonal furloughs of scheduled employees
peaked at about 5,000 early in 2016; these numbers dropped to about 2,700 by the
end of the year. In 2016, we also reduced salaried headcount by about nine percent
and significantly restructured our operating teams. As we continue into 2017, our
attention to cost control and efficiency across our operations will continue to be in-
tense. We need to be able to continue to provide excellent service and invest where
demand does exist. BNSF’s infrastructure maintenance and investment remains
strong relative to volumes and market demand and I believe our network has never
been in better overall condition.

BNSF’s business model is predicated on a “virtuous cycle,” where we actively grow
our markets and volumes, which allows us to continue to invest in and expand our
system, improve our service, and continue to grow. We believe 2017 will be a better
year but we will not grow past peak volume levels. Volumes have the potential to
grow if policy changes stimulate the economy through corporate tax reform and in-
frastructure investment, as long as other policies like trade—which impact roughly
one-third of our economy’s GDP—are still growth-oriented. Additionally, the rail in-
dustry is in final stages of labor negotiations. If a related work stoppage occurred,
rail volumes would be impacted.

In sum, for railroads in 2017 and beyond, remaining competitive will require
stringent attention to cost control in all areas of operation and continued significant
levels of rail investment in infrastructure, equipment, and new technologies, con-
sistent with the evolving business environment. Many of the operating practices and
technologies being developed and used promote necessary efficiencies and increase
safety.

Safety Overview

The laws of physics that make railroads the most efficient mode of surface trans-
portation are also unforgiving; however railroading has been made incredibly safe.
The industry’s most recent safety statistics demonstrate the trend of continuous
safety improvement. Preliminary Federal Railroad Administration (FRA) data indi-
cates that the train accident rate in 2016 was down 80 percent from 1980 and down
45 percent from 2000; the employee injury rate in 2016 was down 84 percent from
1980 and down 49 percent from 2000; and the grade crossing collision rate in 2016
was down 80 percent from 1980 and down 40 percent from 2000. By all of these
measures, recent years have been the safest in rail history.
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At BNSF our safety vision is a workplace free of injuries and incidents. We be-
lieve that we can achieve this goal, and that is the reason safety continuously im-
proves. But we have not yet achieved our vision; incidents and accidents do occur.
However, we believe that they are outliers; operating safely every day is our nor-
mative behavior. We are committed to the work of continuous safety improvement,
because derailments and other significant safety failures, which pose risks to em-
ployees and communities, are not an acceptable cost of doing business, nor are they
morally acceptable.
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In the freight rail industry, safe operations supported by the industry’s continuous
safety improvements are not achieved through just compliance with FRA regula-
tions. It requires a comprehensive risk based safety program, many elements of
which go well beyond Federal mandates. And perhaps most importantly, it requires
earning adequate revenues for the significant reinvestment necessary to safely oper-
ate the freight rail network and serve customers.

Railroad Technology and Operational Innovation

Technology has been an essential element of the improvements in safety seen by
the rail industry over the last decade. In 2015, BNSF testified before the Sub-
committee about the technologies being applied to railroad operations that allow us
to detect safety standard deviations in real time so that we can respond before
something happens. BNSF has increased the pace with which we install and utilize
tecémo%ogies, helping to transform the railroad’s efficiency, while making it smarter
and safer.

In 2016, reportable train incidents on BNSF were at historic lows, down 16.6 per-
cent year-over-year, which reflects the increased leverage of data from our detector
network to resolve issues before they become problems, as well as the effectiveness
of our annual maintenance and on-going employee training and rules compliance
programs. Derailments caused by human error, a significant subset of these inci-
dents, also declined on BNSF in 2016. Below is a review of the technologies being
implemented and developed on BNSF.

e Track Inspection:

© Track geometry inspections employ high-speed laser and inertia test systems
to collect track condition data on main line routes, a minimum of three times
per year. Track geometry cars measure the track’s surface under load for
gauge, cross-level, alignment and vertical acceleration; data indicating any de-
tected flaws is communicated to BNSF personnel for remediation.

© BNSF utilizes a fleet of manned and unmanned track geometry cars, track
measurement trucks and strength testing and reporting (STAR) cars to test
several geometric parameters of the track.

© Rail defect detection systems utilize ultrasonic technology to detect internal
flaws in rail. Minimum intervals between inspections are determined by ton-
nage moved; heaviest traffic routes are inspected every 18 days.

e Mechanical Wayside Detectors:

© Wheel temperature detectors, using infrared technology, are used to identify
braking issues. BNSF currently has approximately 260 detectors located at
over 190 sites along our network.

© Acoustic and Hot Bearing Detectors are used to identify wheel bearing fa-
tigue. On BNSF, there are over 1,200 hot bearing detectors and 16 permanent
and 3 portable acoustic bearing detectors.

© Machine Vision systems inspect freight cars for defects in passing trains at
track speed with over ten different technologies used through 64 detectors on
BNSF’s network.

e BNSF is using Unmanned Aircraft Systems (UAS)—or drones—for supple-
mental visual track and bridge inspections in a variety of conditions. As part
of the Federal Aviation Administration’s (FAA) Pathfinder Program, we are a
partner to the agency on developing rules, procedures and technology for ex-
tended range (beyond visual line of sight) track integrity flights. Since 2015,
BNSF has expanded the use of both short range and long range aircraft as well
as computer vision and data analytics to provide our engineering staff with
bridge and structure change detections, track integrity analysis and yard meas-
urement capability. In 2017, BNSF’s UAS team (in partnership with the FAA),
will continue to expand our areas of long range flight research and enhance-
ment of detection capabilities to include non-visual conditions.

e Train Operations and Control

© As you know, the industry is engaged in installing PTC. BNSF will have the
physical installation completed by 2017 and it will be operational by the 2018
deadline. We are currently operating PTC on 47 of the 90 mandated subdivi-
sions and have already run PTC on over 200,000 trips and have trained over
22,000 employees.

© BNSF is the largest user of energy management systems (Trip Optimizer or
TO) with over 3,300 locomotives equipped. TO serves as an automated train
operations control which was designed to reduce fuel use, and our carbon foot-
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print, by requiring the most fuel-efficient operation of the locomotive. It also
considerably reduces the potential for operating rules violations, particularly
in a non-PTC environment.

© Movement Planner (MP) is a tool in development that plans train operations
and optimizes use of the network’s capacity. Current computer aided dis-
patching is being augmented with a system to auto-route a train’s most effi-
cient movement, coordinate movements along a corridor, and provide for bet-
ter human dispatch management. PTC will overlay MP, so that it can utilize
real time location information. Ultimately, the integration of PTC, MP, and
other planning tools will increase efficiency and visibility into train operations
by operations and maintenance personnel.

These innovations demonstrate our commitment to leveraging technology in the
continuous pursuit of more safe and efficient operations for our employees and the
communities we serve.

Railroad Regulation Review and Improvement

It is well known to this Committee that, as one of the country’s oldest industries,
nearly every facet of the rail industry is governed by unique legal and regulatory
schemes that have been developed over the last 130 years. Freight railroads’ busi-
ness interactions are governed by the Interstate Commerce Act. Our employees re-
ceive Railroad Retirement benefits instead of Social Security. Labor negotiations
with unions representing our employees are governed by the Railway Labor Act.
Railroads do not have insurance-based Workman’s Compensation; instead, we oper-
ate under a nearly 110 year old statute called the Federal Employee Liability Act
(FELA), established long before Workman’s Compensation. FELA is a tort-based
system that requires employees to litigate injury claims against railroads under a
comparative fault system. Railroad operations are governed by the Federal Rail
Safety Act and more than a century of design-based regulation where safety compli-
ance can only be achieved by executing mandated step-by-step processes or activities
against which regulators inspect and enforce.

There are very few exceptions to this “command and control” regulatory paradigm.
Therefore, railroads are one of the most regulated industrial activities in the U.S.
Between 2008 and 2013, Congress mandated 49 percent of all prescriptive, economi-
cally significant regulations that were promulgated by regulatory agencies. These
mandates have been a product of Congressional action—and in recent years are a
common “reaction” to an incident.

I attach to my testimony a 1982 Chicago Tribune article that demonstrates the
process of regulatory change. It is about how the Class 1A 500 mile brake inspection
standard, which was based on old steam engine stops was finally updated to a 1,000
mile brake inspection. It highlights for the Committee that the process for updating
standards may have marginally changed, but not fundamentally. In 2017, notwith-
standing the tremendous advances in locomotive, brake and detection technology,
railroads have been unsuccessful in updating the brake inspection standard origi-
nally based on steam engine technology, which was last changed more than thirty
years ago through negotiation with labor unions.

There are a multitude of internal and external incentives for railroads to operate
safely, in addition to regulation, which is why railroads have well-developed risk
management plans. As the railroad industry develops new technologies, they are
overlaid upon railroads’ existing regulatory compliance activities. We find that these
activities in some cases no longer fit an operating environment increasingly sup-
ported by technology. At BNSF, our maintenance standards meet and even exceed
FRA regulations. For example, BNSF inspects our densest lines both visually and
technically at a rate at least twice the FRA requirement, in many ways rendering
the prescriptive inspection activity requirements moot.

Advances in locomotives, signal systems, grade-crossing warning devices, and
track inspection made possible by technology in some ways are marginalized for
purposes of regulatory compliance because they exist outside of the current regu-
latory construct, which recognizes only the safety value of prescribed practices. Ex-
isting regulations which prescribe physical inspection at specific intervals for equip-
ment and facilities now make less sense because of the advances in equipment,
which is itself continuously self-diagnostic and self-reporting in the event of defects.
Technology-based inspection can also reduce the safety exposures related to fre-
quently putting people in, under and between equipment or out on the line of road
to perform physical inspections for the same conditions. Technology-driven oper-
ational advancements, like electronic delivery of mandatory train orders and direc-
tives in lieu of required paper versions which will enable other technologies, should
be incentivized.
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Granting waivers is a measured approach to bridging past with present and help
make regulatory evolution possible. The FRA’s waiver authority is appropriately
very broad. The regulations provide that, “the Secretary may waive compliance with
any part of a regulation prescribed or order issued under this chapter if the waiver
is in the public interest and consistent with railroad safety.” Waivers represent in-
dustry and the regulator’s best opportunity to modify FRA regulatory directives in
light of changed circumstances, with appropriate regulatory oversight. However, im-
plementation of the existing waiver process has been difficult and the timelines for
even the simplest of waivers are measured in months or years, and quite often come
withhconditions that sub-optimize the value of the waiver or innovation being
sought.

Waivers are important to allow the industry to demonstrate new technologies and
practices that might—or might not—work to enhance safety. As the regulatory man-
date to implement electronically controlled pneumatic (ECP) brake mandate dem-
onstrates, some technologies are determined by the industry after demonstration to
simply not be ready for prime time or could be disruptive if integrated into oper-
ations. Mandating a demonstrated technology after it has been shown to not be suit-
able for implementation will chill this kind of important experimentation. Nonethe-
less, waivers help create common understanding between the regulator and the reg-
ulated about railroad operations, and waiver-generated data can lay the predicate
for updating regulations.

New rules should only be adopted when the rule’s benefits clearly outweigh its
costs. The cost-benefit analysis process for imposing costly new mandates will rarely
work when the industry is already so safe. Regulators recently have resorted to tor-
tured cost-benefit calculations to justify proposed mandates. One of the most glaring
examples, which required legislation by this Committee, was the recent ECP brake
mandate where the FRA averaged the cost-benefit analysis across the tank car safe-
ty rule to justify mandating ECP brakes.

Neither Congress nor the FRA has taken a comprehensive look at the cumulative
impact and effectiveness of the body of railroad regulations, or how they can be
changed to reflect the current state of operations practices and ensure that they
incentivize technology, or at least do not discourage it. We believe that regulation
can be improved to take into account a railroad’s safety record and their successful
risk management activities.

Regulatory requirements for prescriptive activities is not the best way to improve
safety if measuring safety outcomes can provide better incentives and flexibility. We
believe that PTC is one of the best examples of how a technology mandate could
have been more performance-based, which we believe could have achieved better
safety outcomes sooner. As you may recall, the PTC regulations as originally adopt-
ed by the FRA had a cost of approximately $20 for every dollar of benefit. Had Con-
gress and the FRA required performance standards for the types of incidents pre-
vented by PTC, then railroads could have identified and implemented the best way
to achieve those goals. This would have included PTC; in 2008, BNSF was in the
process of implementing a version of PTC called Electronic Train Management Sys-
tem (ETMS). But given more flexibility to develop it, it could have been imple-
mented in a more efficient and cost effective manner, possibly in tandem with some
of the recent operationally beneficial technologies outlined, above.

Going forward, Congress needs to create a process that directs the FRA to, in
more cases, embrace collaboration and transparency toward identifying the optimal
performance targets and more formally aligning regulator and the regulated entities
around incentives for continuous safety improvement. We believe that currently de-
ployed and in-development safety and detector technologies combined with advanced
data analytics has allowed us to achieve a level of safety that makes regulatory de-
velopment and oversight of performance standards supportable.

There is a pending risk reduction regulation (FRA-2009-0038), required by Con-
gress in the Rail Safety Improvement Act of 2008 which may have been, in fact,
an effort by Congress to move the FRA towards a more performance-based regu-
latory paradigm. However, when the Congressional directive became a proposed rule
by the FRA, the rule moved in the direction of imposing extensive reporting require-
ments, mandating risk reduction activities and applying regulation to technology in-
novations to prescribe design and maintenance requirements—all layered on top of
existing mandates, and not in lieu of them. In the FRA’s approach to implementa-
tion of this rule, railroads see detailed requirements for reporting their risk manage-
ment plans, accompanied by related “paperwork violation” enforcement opportuni-
ties without the tradeoff of performance based regulation. Furthermore, any require-
ment for detailed safety evaluation and risk management disclosures must be close-
ly accompanied by information protections which railroads believe must be improved
in this rule. If required railroad operational review and mitigation data is not pro-
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tected, then the “lottery”-like recoveries we increasingly see in courts will impede
innovation and even possibly challenge compliance.

Railroads, and the public for that matter, need forward-thinking Federal railroad
safety regulators and appropriate regulations. In a technologically and operationally
complex and increasingly data-driven railroad industry, the existing “inspect and
enforce” paradigm may not allow regulators to best understand the evolving tech-
nology-based railroad operating environment. Regulatory “reform” does not happen
overnight, and it is especially hard when there are more than 100 years of how “it
has always been done.” But there is payoff, as well as a role, for all stakeholders
involved in achieving near-, mid- and long-term goals for the Administration, Con-
gress and the industry. A framework for that is outlined below.

Near-Term Goal—Improve the Waiver Process

e The Secretary of Transportation and FRA Administrator should review existing
waivers, streamlining them as appropriate, and making some permanent in
order to provide certainty to the industry and stakeholders. Typically waivers
are granted for no longer than five years.

o Expeditiously consider and act on pending waivers, especially those that pro-
mote innovation, demonstrate technology or proof of concept, or allow operating
practices that are more efficient and consistent with railroad safety, and
promptly grant them when appropriate.

e The FRA should reform the process for granting new waivers with a focus on
efficiency, prioritizing technology and collaboration.

© Shorten the waiver review period to six months; the current process requires
that waiver requests be presented to the FRA Safety Board which in turn has
up to nine months to act on the request;

© Conduct an ongoing evaluation of waivers to determine whether and how they
become permanent rule changes consistent with their grant;

© Include a railroad/industry representative on the FRA Safety Board, even as
a non-voting member;

© Prioritize waivers that provide technology demonstration;

© Ensure that waivers are not conditioned with unreasonable or unrelated oper-
ating restrictions; and

© Ensure that waiver reporting requirements are reasonable and related to
helping achieve performance based regulatory treatment.

With process improvements, the FRA and railroads would be able to more quickly
address and implement waiver applications, especially those demonstrating innova-
tion and technology.

Mid-Term Objective—Regulatory Rationalization and Administrative Procedures Act
Reform

Although prescriptive, activity-based regulation is likely to continue in certain
areas, the rail industry’s extraordinary safety record should allow for movement to-
ward a balanced approach that also includes performance based regulation, with the
goal of achieving greater safety and operational benefits. As Congress reviews how
railroads are regulated and considers needed improvements, the following guidelines
should be kept in mind:

e Regulations should be based on a demonstrated need, as reflected in current
and complete data and sound science. They should have a well-defined and
measurable objective, and be regularly evaluated as to their effectiveness in
achieving it.

e All components of an agency’s decision-making should be transparent to the
public and subject to meaningful analysis and comment before the rule is final-
1zed.

o Non-prescriptive regulatory tools, like performance-based regulations, should be
deployed wherever possible to align the interests of the regulator and the indus-
try, and to foster and facilitate innovation to achieve well-defined policy goals.

e Regulations should provide benefits outweighing their costs, and the potential
redundancies and general interplay with other existing regulations should be
considered in every rulemaking.

e Use of “guidance” should be limited to appropriate situations and time periods.

While these comments are focused on the FRA, many of these principles can and
should be adopted by all agencies with railroad oversight, like the STB.
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Long-Term Objective—FRA Implementation of Performance Standards for Compliant
Railroads

After creating a statutory framework that allows the FRA to develop performance
based regulations, Congress should oversee FRA’s progress in achieving it. The FRA
should be empowered to set up a standard for identifying precursors to accidents.
Specifically, the FRA could develop a targeted standard that is as safe, or safer,
than current operations, and apply a different level of mandated requirements if the
railroad met the standard. In that event, the FRA would maintain a broad review
of a railroad’s safety performance plan, including the railroad’s track and equipment
safety practices and technology, along with its operating practices such as training
and employee engagement. Done correctly, regulation would incentivize railroads to
achieve safety performance standards. Acknowledging that creating such a frame-
work will be complex, we believe that it is possible and will benefit all stakeholders.

Infrastructure Investment and Policy

Modal Equity

There has been a lot of discussion about additional infrastructure investment on
both sides of the aisle, but it is important to point out that during the last Congress,
this Committee provided opportunities to the transportation community by helping
to enact the FAST Act. Railroads supported the FAST Act. Except, that it was not
entirely paid for by users, which I will discuss further.

While BNSF and the Nation’s Class I freight railroads are almost entirely funded
with private capital, we have a strong vested interest in ensuring adequate invest-
ments are made in public infrastructure like ports and highways, which, when com-
bined with rail, make up the Nation’s integrated freight supply chain. The U.S. has
achieved today’s efficient supply chain with each mode of transportation doing what
it does best—railroads move freight long haul, often in partnership with trucking
company customers; trucks handle the bulk of shorter haul and local delivery; and
ocean carriers, dock workers and freight owners all come together to help create an
efficient intermodal freight transportation network.

In order to sustain a strong and efficient supply chain to handle future freight
growth, we must all work to ensure the necessary capacity is in place across all
modes. The investment looks a bit different for each stakeholder. For rail and
BNSF, this means expanding our line haul and terminal capacity to keep trains
moving and avoid congestion or delay. As rail volumes grew over the past 25 years,
the industry invested a massive amount into infrastructure maintenance and expan-
sion to create capacity. BNSF’s recent investments are evidence of our commitment
to increase capacity. In fact, since 2000, we have invested more than $55 billion in
our network to ensure we are positioned to grow with our customers.

With respect to federally funded capacity investments in public road and bridge
infrastructure, the U.S. has historically relied upon a “user pays” system, which
until recently worked extremely well. However, the user pays model has experienced
significant erosion as Highway Trust Fund (HTF) revenues, generated through fuel
taxes and other static user fees, have failed to keep up with investment needs and
have been supplemented with general taxpayer dollars and other non-traditional
funding sources.

General fund transfers to the HTF, now totaling some $143 billion since 2008,
amounts to more than three years’ worth of non-user, or “free” taxpayer money for
those who benefit from federal-aid highway programs, assuming FAST Act levels of
budget authority. Further, the Congressional Budget Office (CBO) projects that
under FAST Act funding levels the gap between dedicated surface transportation
user-based revenues and spending will average $21.2 billion annually from Fiscal
Year 2021 to 2026.

The heaviest of trucks already underpay their share of the wear and tear on Fed-
eral highways. According to the U.S. Department of Transportation’s Highway Cost
Allocation Study released in 2000, 80,000-pound, five-axle combination trucks cover
just 80 percent of the damage they cause to our highways; six-axle, 97,000-pound
trucks cover just 50 percent of their cost responsibility; and trucks weighing more
than 100,000 pounds cover only 40 percent. Underpayments on state taxes are also
significant and are in addition to the Federal underpayment. Recent studies suggest
that, adjusted for inflation, the DOT findings mean that 80,000-pound trucks cur-
rently underpay their Federal cost responsibility by around 27 cents per gallon of
fuel. For some truck size and weight configurations, the Federal underpayment
could be as high as $1.17 per gallon. Many states already have exemptions to allow
heavier trucks on state roads, and in recent years, a number of Federal truck size
and weight exemptions have passed, without any related increase in fees. Last Con-
gress, the trucking industry supported an increase in the fuel tax.
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Some of BNSF’s biggest customers and valued supply chain partners are trucking
companies, and they are also in many cases intense competitors. Railroads have a
significant cost advantage over all-truck long-haul freight moves, but this is eroded
by the ongoing infusions of General Funds into the HTF without appropriate in-
creases in the fees, taxes and other charges paid by truck users of the infrastruc-
ture. As I like to say, if you subsidize something, you get more of it. Moving away
from the trucking industry paying its fair share in usage taxes will result in more
trucks on the highway system and shifts modal equity from more fuel efficient and
environmentally-friendly freight rail. Even public policy support for development
and testing of truck automation could tilt the playing field away from intermodal
freight rail, especially if railroads’ own automation, both within facilities and along
the line of road, is not also a public policy priority.

Congress should strengthen the “user pays” requirement. It could be done by in-
creasing the fuel tax and/or moving toward a weight distance/vehicle-miles-traveled
tax system for trucks. The FAST Act established the Surface Transportation System
Funding Alternatives grant program to fund projects testing the design, implemen-
tation and acceptance of user-based alternative revenue mechanisms. The program
has awarded over $14 million in grants to the following state transportation depart-
ments: California, Delaware, Hawaii, Minnesota, Missouri, Oregon and Washington.
Congress should be aware of these and other opportunities for demonstrating ways
to determine and assess a fair fee for commercial use of highway infrastructure.

Permitting Reform

Turning back to the FAST Act, there were many things to like, especially in terms
of freight transportation policy. The law calls for development of a national freight
strategy and prioritizes freight projects in a way no previous surface transportation
authorization bill has. Below are highlights of the law from the railroad perspective,
as well as additional recommendations where appropriate.

The FAST Act continued and expanded upon project delivery and permitting re-
forms enacted as part of the reauthorization bill’s predecessor legislation, MAP-21.
For example, FAST directs the DOT to review all previously enacted highway per-
mit reforms and project streamlining procedures and apply them to railroad
projects. The bill also expands on the types of rail projects that can be categorically
excluded from extensive review requirements, and further mandates that the DOT,
in consultation with the Advisory Council on Historic Preservation, create a process
to mirror that of the Federal highway system, which would exclude railroad rights-
of-way from unnecessary historic reviews. Careful implementation of these reforms
by the DOT and the Advisory Council on Historic Preservation will be important
to ensuring that the intended benefits are fully realized.

While project delivery reforms at the Federal level have been an important focus,
improved permitting processes remain a critical need at all levels of government.
Almost weekly, negative decisions from courts or permitting authorities at the local
and state level demonstrate to BNSF and its customers that our growth, especially
at origins and destinations, is limited by the inability to secure required permits.
Over the past few years, facility expansion on the West Coast for both BNSF and
our customers has been severely challenged by the regulatory process and environ-
mental advocacy groups opposed to facility construction. These decisions effectively
cut the rest of the U.S. off from valuable access to the Pacific Ocean.

In some cases, local permitting processes are used as a means to target and pre-
vent interstate transportation, particularly of fossil fuels. Under the Interstate Com-
merce Commission Termination Act (ICCTA), many state or local regulations are
preempted with respect to rail transportation—including zoning and land use regu-
lation, construction and environmental permitting of rail facilities and regulation of
railroad operations. When it comes to interstate commerce, Federal agencies, includ-
ing the STB, must not be reluctant to intervene and provide clear direction that
using such regulations to block these projects is preempted. Strong direction is nec-
essary to ensure that important rail projects are not shelved or abandoned alto-
gether, and that the flow of interstate commerce is not impeded. Additional permit-
ting reform recommendations include:

e Statutorily prioritize project permitting for international commerce.

o Review the scope of state implementation of Federal statutes to ensure consist-
ency with Federal regulators for projects in interstate commerce.

e Expand Federal Communications Commission regulatory streamlining to expe-
dite the deployment of technologies that improve safety and efficiency in the
railroad industry
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FASTLANE and Other Grant Programs

The FAST Act provides dedicated freight funding both by formula to the states
as well as through a competitive FASTLANE grant program for addressing critical
freight needs including, among other things, intermodal connectors, port facilities,
highway-rail grade separations and certain rail projects. Below are several examples
of FASTLANE grant projects which demonstrate the intermodal significance of the
program.

e The CREATE Project in Chicago makes improvements including grade separa-
tions along four rail corridors that handle passenger and freight traffic reducing
train and vehicle delays throughout the Chicago area, the busiest rail hub in
the country. A pending $160 million FASTLANE grant for the 75th Street Cor-
ridor Improvement Project will eliminate the most congested chokepoint in the
Chicago Terminal, Belt Junction, where 30 Metra trains and 90 freight trains
cross each other’s path each day. In total, the CREATE partnership has com-
mitted $1.4 billion in funding for the Chicago Region’s freight network.

e The Terminal Railroad Association of St. Louis’s (TRRA) Merchants Bridge
across the Mississippi River, which was originally constructed in 1890, requires
replacement of the east approach and main spans, a $222 million project. The
Missouri DOT has applied for a $75 million FASTLANE grant to help pay for
an upgrade of the bridge’s seismic resilience, as part of the project which will
be otherwise funded by the TRRA. The bridge is one of the busiest rail bridges
across the Mississippi River, facilitating Amtrak service as well as the efficient
movement of freight.

e The Tennessee DOT has applied for an approximately $100 million FASTLANE
grant as part of a more than $300 million project to improve critical roadway
infrastructure in a key freight corridor through Memphis. Roadway capacity im-
provements in the corridor will benefit a large number of freight transportation
companies and their customers, including helping facilitate efficient truck flows
in and out of BNSF’s Memphis intermodal facility, in which BNSF invested
$200 million for expansion in 2010. The project will have significant traffic con-
gestion and delay savings, environmental benefits from improved vehicle flows
and reduced idling, and improved roadway safety.

The FAST Act also importantly provided a funding increase for the Railway-High-
way Crossings Program (“Section 130 program”) from $230 million in 2017 to $245
million in 2020—funding that should be fully utilized by states but often is not. The
Section 130 program provides apportioned funds to states for the elimination of haz-
ards at highway grade crossings, with 50 percent of a state’s apportionment dedi-
cated to installation of protective devices at crossings and the remainder for any
hazard elimination project. Section 130 is a critically important program, and while
it does allow for some funding to go towards highway-rail grade separation projects,
it does not come close to meeting the pressing needs that states and local govern-
ments have to increase funding toward projects that separate their roadways from
railroad operations. The FAST Act prioritized grade separations in ways previous
highway bills did not by making them eligible grade separation projects across mul-
tiple funding programs, but if the legislative opportunity to assist state and local
governments with additional funding for this important roadway investment pre-
sents itself, railroads would continue to participate and support those projects.

As Congress considers additional infrastructure-related legislation, we believe the
project grant eligibilities developed by Congress in the FAST Act provide an excel-
lent framework. However, we also recommend that Congress consider providing ad-
ditional funding for commuters and Amtrak to implement PTC, and to provide fund-
ing for track and other improvements on the Amtrak national route system.

Conclusion

I always like to remind Members of Congress about their important role in de-
signing and paying for a transportation network to facilitate American competitive-
ness. Many of the more than 150 million Americans who go to work every day rely
on their employers to be able to compete in the global competitive marketplace. Con-
gress provides Federal funding for the highway network which is key to this ability
for the American worker to compete. Our supply chain is also enormously blessed
with the most efficient freight rail network in the world. This freight rail network
participates in almost 40 percent of all of the intercity gross ton miles that move
in our country. It is privately funded and Congress does not have to debate the
funding levels for these networks because their maintenance, expansion and oper-
ations are fully paid for by the railroads. These well-maintained and efficient net-
works benefit our customers but these investments are also an important part of
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By increasing the cost of compliance, preventing efficiency or adequate returns
ATTACHMENT

why railroads are setting new safety records. They also provide key public benefits
through regulation, or creating a playing field that is not level for railroads vis-a-

by mitigating the impacts of highway congestion and wear and tear.

vis their competitors, Congress and the Administration “control the dial” on how
much of the railroad industry’s benefits we can afford to deliver. However, we know
economy, and in each of your states, and we appreciate that we are heard and able
to remain engaged in dialogue with you about these issues and others related to

strengthening freight movement in our Nation.
http:/ | archives.chicagotribune.com [1982/01/10/page /67 | article | ancient-rail-rules-

that Congress and especially this Committee understand the role of railroads in the
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The CHAIRMAN. Thank you, Mr. Rose.
And next, Dr, Lofgren. Welcome.

STATEMENT OF DR. CHRISTOPHER B. LOFGREN, PRESIDENT
AND CHIEF EXECUTIVE OFFICER, SCHNEIDER NATIONAL, INC.

Dr. LOFGREN. Chairman Fischer, Ranking Member Mr. Booker,
distinguished members of the Subcommittee, thank you for the op-
portunity to be here today.

Schneider National was founded in 1935 by Al Schneider when
he sold the family car and bought the truck. Since then, we've
grown to become one of the largest truckload and intermodal trans-
portation companies in North America. We employ more than
19,000 associates across the country, with strong presence in many
states represented on this subcommittee.

Trucking companies like Schneider are the backbone of America’s
economy. The trucking industry transports more than 80 percent of
the Nation’s freight tonnage and employs approximately 7 million
workers in trucking-related jobs. In addition to moving goods into
and out of the U.S. ports, we also provide essential lifeline to com-
munities across the country, delivering supplies and essential com-
modities.

In order to meet the current and projected future demand for
freight movement, Congress and the new administration should
promote policies and regulations that ensure safety, support inno-
vation, and increase productivity.

At Schneider, safety is our number one core value. This commit-
ment stems from our founding common sense observation that
nothing we do is worth hurting others or ourselves. We are con-
stantly striving to put safety first and always, which is why we’ve
established industry-leading policies, practices, and technologies.
This includes significant investments in safety-enhancing equip-
ment and technology, including roll stability, collision avoidance,
forward-facing cameras, training simulators, and real-time truck
sensor monitoring.

We were the first to install game-changing in-cab communication
devices back in 1985, and have continued to adopt cutting edge
technology since then. A more recent technological investment,
making our trucks, our drivers, and highways safer every day is
the OnGuard collision mitigation system. Installed in every new
tractor, this forward-looking, radar-based system monitors the dis-
tance, speed, and deceleration of the vehicle ahead.

Since our deployment of the collision mitigation technology in
2012, Schneider has experienced a 69 percent decrease in rear-end
accidents and a 95 percent reduction in rear-end accident claim
costs. While Schneider has excelled as an industry leader in safety,
innovation, and technology, we still draw concern from a range of
critical issues impacting our business and the future of our indus-
try.

As you seek input on these matters in order to shape policy for
the 115th Congress, I would like to highlight the following. We op-
erate in a highly regulated industry. While some regulations have
merit and will successfully increase safety within our industry,
these things, such as hours of service, requirements for electronic
logging devices, hair follicle testing, and speed limiters, we've also
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experienced a general trend of restrictive and complex regulations,
which impact the overall supply of trucks and drivers in the indus-
try.

We're also subject to regulation at the State level, where new
laws and litigation threaten our efficiency and the ability to con-
duct business in a uniform manner. Although Congress provided
for the express preemption of State laws related to the prices,
routes, and services of motor carriers through legislation in 1994,
that preemption has recently been challenged. State laws regarding
drivers’ meals and rest breaks, payment agreements, and more
have evolved into a new patchwork of rules and regulations at the
State level. The lack of consistency on this and other issues gov-
erning interstate trucking have created unintended consequences
that actually decrease safety and hurt the environment.

In the area of cybersecurity, while the application of innovative
technologies around information, automation, and communication
optimizes our operations and increases safety, it also makes our
businesses more dependent upon uninterrupted and secure net-
works. Infrastructure investment is crucial, as you’ve highlighted.
Underinvestment in our Nation’s surface transportation infrastruc-
ture produces inefficiencies in ways that we move our goods, it
wastes fuel, and increases operating costs.

Chairman Fischer, Ranking Member Booker, and other distin-
guished members of the Committee, thank you for the opportunity
to testify and provide Schneider’s perspective on increasing safety
and efficiency for the trucking industry. As the Committee con-
tinues to work, we stand ready to support your efforts and offer in-
sights about our industry and policies that pertain to your jurisdic-
tion.

Thank you.

[The prepared statement of Dr. Lofgren follows:]

PREPARED STATEMENT OF DR. CHRISTOPHER B. LOFGREN, PRESIDENT AND CHIEF
EXECUTIVE OFFICER, SCHNEIDER NATIONAL, INC.

Introduction

Chairman Fischer, Ranking Member Booker and distinguished members of the
subcommittee, thank you for the opportunity to testify about “Moving America with
our Multi-modal Transportation System.” My name is Chris Lofgren and I am Presi-
dent and Chief Executive Officer of Schneider National, Inc., headquartered in
Green Bay, Wisconsin. Today, I would like to offer you my insights about the truck-
ing and transportation logistics industry and share with you the best practices that
Schneider National has deployed that increase the efficiency, effectiveness and safe-
ty of our Nation’s multimodal transportation system. I hope that it will inform the
Committee’s agenda in the 115th Congress.

Schneider National was founded by Al Schneider in 1935 when he sold his family
car to buy the company’s first truck. Since that time, Schneider National has grown
to become one of the largest truckload and intermodal transportation companies in
North America. Our business consists of approximately 10,800 company and 2,800
owner-operator trucks, 38,400 trailers and 18,000 intermodal containers. Schneider
National employs 19,300 associates across all 48 of the contiguous United States,
with a strong presence in many of the states represented on this subcommittee such
as New Jersey, Wisconsin, Washington and Nebraska.

We serve a diverse customer base, which includes multiple industries represented
by approximately 10,000 customers, including more than 200 Fortune 500 compa-
nies. Each day, our freight moves more than 8.8 million miles, equivalent to circling
the globe approximately 350 times. Our logistics business manages over 20,000
qualified carrier relationships and, in 2015, managed approximately $2 billion of
third-party freight. Our portfolio diversity, network density throughout North Amer-
ica, and large fleet allows us to provide an exceptional level of service to our cus-
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tomeé‘s and consistently excel as a reliable partner, especially at times of peak de-
mand.

Schneider National is driven by our uncompromising values to deliver the goods
that enhance the lives of people everywhere. Core to these values is our commit-
ment to safety, integrity, respect and excellence. These principles are guiding ten-
ants of our business at every level of the company.

Trucking companies like Schneider National are the backbone of America’s econ-
omy. The trucking industry transports more than 80 percent of our Nation’s freight
tonnage and employs approximately 7 million workers in trucking-related jobs.! In
addition to moving goods into and out of U.S. ports, we also provide an essential
lifetliine to communities across the country, delivering supplies and essential com-
modities.

Our nation’s ability to compete in global markets, and to meet the needs and ex-
pectations of consumers and businesses, depends on a robust freight system driven
by the trucking industry. In order to meet current and projected future demand for
freight movement, Congress and the new Administration should promote policies
and regulations that ensure safety, support innovation and increase productivity.

Safety, Innovation and Technology

At Schneider National, safety is our number one core value. This commitment
stems from our founding common sense observation that “nothing we do is worth
hurting others or ourselves.” Today, our culture of safety starts with our people and
layers in training, processes and technology. We are constantly striving to put safety
first and always, which is why we have established industry-leading policies, prac-
tices and technologies.

Our relentless focus on safety not only enables us to better uphold our responsi-
bility towards our employees, customers and the community, but also provides a
critical competitive advantage in an industry with increasingly stringent safety and
regulatory requirements, resulting in lower operating risk and insurance costs.

I would like to share some of the policies, practices and technologies we at Schnei-
der National have adopted that may serve as best practices in the eyes of the Com-
mittee as it seeks to increase the safety of our multi-modal transportation system.

e Safety through Innovative Technology: At Schneider National, we have made
significant investments in safety-enhancing equipment and technology, includ-
ing roll stability, collision avoidance, forward facing cab cameras, training sim-
ulators and realtime truck sensor monitoring. We were the first to install game-
changing in-cab communication devices back in 1985 and have continued to
adopt cutting edge technology since that time. A more recent technological in-
vestment making our trucks, drivers and highways safer every day is the
OnGuard™ collision mitigation system. Installed on every new tractor, this for-
ward-looking, radar-based system monitors the distance, speed and deceleration
of the vehicle ahead. OnGuard alerts the driver to possible collision risks and
actively works to eliminate, or at worst mitigate the severity of, any impact.
Since our deployment of the collision mitigation technology in 2012, Schneider
National has experienced a 69 percent decrease in rear-end accidents and a 95
percent reduction in rear-end accident claims cost. Additionally, Schneider Na-
tional was an early adopter of Electronic Logging Devices (ELDs) and supports
the Federal Motor Carrier Safety Administration (FMCSA) final rule requiring
the installation of ELDs by December of this year. We recommend the Com-
mittee continues to advance policies that encourage the development and imple-
mentation of innovative technologies that can improve safety.

e Practices that Promote Health and Safety: As a company that is strongly com-
mitted to safety, Schneider National is constantly seeking ways to protect the
traveling public and the communities in which we operate. This includes our
investments in cutting edge technology as well as our pursuit of additional op-
portunities to enhance health and safety, such as mandatory pre-employment
drug tests that surpass U.S. Department of Transportation standards by requir-
ing hair samples. Under current FMCSA regulations, truck drivers are required
to undergo mandatory pre-employment urine testing for drugs and alcohol.
While urine testing has been somewhat effective in identifying drug use,
Schneider National has recognized that there are alternative routes to urinal-
ysis, such as hair follicle testing that can better identity drug users. Specifi-
cally, hair testing can detect drug use for a period of up to 90 days, while urine
testing only detects usage over a much shorter period of time (48-72 hours). At
Schneider National, we believe there is no place for drug use in a safety-sen-

1 American Trucking Associations, American Trucking Trends 2016 (August 2016)
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sitive environment such as the trucking industry. That is why we have volun-
tarily opted to utilize the more reliable and comprehensive hair follicle testing,
despite its increased cost. We recommend the Committee encourage the vol-
untary adoption of practices that promote health and safety by allowing compa-
nies like Schneider National to substitute proven practices in lieu of less strin-
gent U.S. DOT requirements.

Critical Issues and Future Challenges

While Schneider National has excelled as an industry leader in safety, innovation
and technology, we still draw concern from a range of critical issues impacting our
business and the future of our industry. As you seek input on these matters in order
to shape policy for the 115th Congress, I would like to highlight the following:

o Federal Regulations: We operate in a highly regulated industry. While some
regulations have merit and will successfully increase safety within our industry
and across the system—Ilike Hours of Service rules, requirements for ELDs, hair
follicle testing and speed limiters, we also have experienced a general trend of
restrictive and complex regulation, which impacts the overall supply of trucks
and drivers in the industry. Furthermore, the use of guidance rather than
rulemakings creates an unintended sense of uncertainty within the industry
while also increasing liability exposure.

e State Regulations: In addition to Federal regulations, we are subject to regula-
tion at the state level where new laws and litigation threatens our efficiency
and ability to conduct business in a uniform manner. Although Congress pro-
vided for the express preemption of state laws related to the prices, routes and
services of motor carriers when it passed the Federal Aviation Administration
Authorization Act (FAAAA) of 1994, that preemption has recently been chal-
lenged. State laws regarding drivers’ meal and rest break periods, payment
agreements and more has evolved into a new patchwork of rules and regula-
tions at the state level. The lack of consistency on this and other issues gov-
erning interstate trucking have created unintended consequences that decrease
safety and hurt the environment.

o Cybersecurity: While the application of innovative information, automation and
communications technologies optimizes our operations and increases safety, it
also makes our business more dependent on an uninterrupted and secure net-
work. If the stability or capability our technologies is compromised, it could ad-
versely affect our revenue, customer service, driver turnover rates and data
preservation. Additionally, if any of our critical information or communications
systems fail or become unavailable, we would be required to perform certain
functions manually, which could temporarily affect the efficiency and effective-
ness of the supply chain.

o Infrastructure Investment: Underinvestment in our Nation’s surface transpor-
tation infrastructure produces inefficiencies in the way we move goods, wastes
fuel and increases operating costs. Current freight bottlenecks and interstate
congestion already challenges our operations. With U.S. freight volume antici-
pated to increase 45 percent by the year 20402, the system must be updated
?nd prepared for this surge. Otherwise, our environment and economy will suf-
er.

Conclusion

Chairman Fischer, Ranking Member Booker and other distinguished members of
the subcommittee, thank you again for the opportunity to testify and provide
Schneider National’s perspective on increasing safety and efficiency for the trucking
industry. As the Committee continues its work in the 115th Congress, we stand
ready to support your efforts and offer insight about our industry and policies that
pertain to the jurisdiction of this committee.

The CHAIRMAN. Thank you, Dr. Lofgren.
Mr. Gurd, welcome.

STATEMENT OF TOM GURD, VICE PRESIDENT,
INTEGRATED SUPPLY CHAIN, THE DOW CHEMICAL COMPANY

Mr. GURD. Good afternoon. I'm Tom Gurd, Vice President of Inte-
grated Supply Chain for the Dow Chemical Company. I would like

2U.S. Department of Transportation, Beyond Traffic 2045: Trends and Choices
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to thank Chairman Fischer, Ranking Member Booker, and mem-
bers of the Subcommittee for inviting Dow to testify at this hear-
ing. I'm here to testify on behalf of Dow and also a member of the
American Chemistry Council, a trade association representing
America’s leading chemical companies.

I would like to thank the Subcommittee for recognizing that the
chemical industry is a principal stakeholder in developing policies
that can keep our economy moving. We welcome the opportunity to
work closely with the Subcommittee to develop infrastructure and
transportation policies that further drive investment and manufac-
turing growth in the U.S.

Dow’s products help address many of the world’s most chal-
lenging problems, such as the need for fresh food, safer and more
sustainable transportation, clean water, energy efficiency, more du-
rable infrastructure, and increasing agricultural productivity.

Dow is one of the largest chemical and plastic shippers in North
America. Our operations continue to grow, most significantly in the
U.S. Gulf Coast. In 2016, we made over 1 million shipments from
over 60 production facilities. This represented over 40 billion
pounds of product being shipped; over 16 billion pounds shipped by
rail, 13 billion pounds by road, and over 11 billion by marine.

We contract with over 200 different third-party carriers to trans-
port our products. Two of them are here with me today.

We have over 160 third-party warehouses, terminals, and
transloading facilities. We operate a fleet of 18,000 railcars, includ-
ing 7,500 tank cars for the transportation of chemicals. Approxi-
mately 20 percent of our shipments are hazardous material ship-
ments. Transportation of chemicals, including hazardous materials,
is vital to U.S. competitiveness in the global marketplace as well
as to the health, safety, and welfare of the American public.

Safety is Dow’s top priority. We strive to ensure safe operations
at our production facilities. We collaborate with our logistics service
providers to ensure safe, secure, and compliant transportation of
our products. We work with our customers at their locations for the
safe handling of our products.

Dow is committed to Responsible Care, the chemical industry’s
world-class environmental, health, safety, and security performance
initiative. Our transportation partners demonstrate the same safe-
ty commitment through the Responsible Care Partnership program.

Dow has an extensive risk management program, but we’re also
committed to ensuring communities are aware and prepared if an
incident does occur. We support this commitment through
TRANSCAER and CHEMTREC, which provide the training, sup-
port, and information necessary for effective and timely emergency
response.

Dow is fully committed to transportation safety and security ad-
vancements and to the reduction of risk to people, communities,
and the environment. This requires close collaboration with all in-
dustry stakeholders. An example of this is Dow’s participation as
the ACC member representative on the Advanced Tank Car Col-
laborative Research Program to improve tank car safety.

Dow supports the Federal Government’s comprehensive regu-
latory framework to mitigate safety and security risks. We encour-
age the government agencies to further collaborate with industry
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stakeholders to ensure that current and proposed regulations are
designed to improve safety and reduce unnecessary burdens.

In advance of the Commerce Committee’s recent hearing on “Re-
ducing Unnecessary Regulatory Burdens,” ACC identified a num-
ber of regulatory actions by the DOT that impose burdens without
advancing safety. These actions include regulatory provisions and
interpretations that directly impact Dow. We welcome further dis-
cussion on these issues.

The DOT serves a critical role in establishing uniform national
standards for the safe transportation of hazardous materials. The
DOT must maintain this exclusive role. Any new requirements im-
posed on the regulated community must be developed through an
appropriate Federal rulemaking process, and supported by a cost-
benefit analysis. If regulations are adopted with an unsubstan-
tiated cost-benefit analysis, the regulated community will incur sig-
nificant costs, yet without increased safety.

I conclude my testimony by acknowledging your efforts and will-
ingness to work with the chemistry industry and our integrated
transportation partners to ensure that the U.S. has a safe, secure,
sustainable, and competitive network to deliver our products when
and where they’re needed.

We look forward to working closely with the Subcommittee, our
transportation partners, and the DOT to further collaborate on
policies and programs that will enhance our Nation’s transpor-
tation infrastructure.

Thank you.

[The prepared statement of Mr. Gurd follows:]

PREPARED STATEMENT OF TOoM GURD, CORPORATE VICE PRESIDENT,
INTEGRATED SUPPLY CHAIN, THE Dow CHEMICAL COMPANY

Good afternoon. I am Tom Gurd, Vice President of Integrated Supply Chain for
The Dow Chemical Company. I would like to thank Chairman Fischer, Ranking
Member Booker and Members of the Subcommittee for inviting Dow to testify at
this hearing. I am here to testify on behalf of Dow and also as a member of the
American Chemistry Council (“ACC”), a trade association representing America’s
leading chemical companies.

I would like to thank the Subcommittee for recognizing that the chemical industry
is a principal stakeholder in developing policies that can keep our economy moving.
We welcome the opportunity to work closely with the Subcommittee to develop in-
frastructure and transportation policies that further drive investment and manufac-
turing growth in the U.S.

Dow’s products help address many of the world’s most challenging problems, such
as the need for fresh food, safer and more sustainable transportation, clean water,
energy efficiency, more durable infrastructure, and increasing agricultural produc-
tivity.

Dow is one of the largest chemical and plastics shippers in North America. Our
operations continue to grow, most significantly in the U.S. Gulf Coast. In 2016, we
made over 1 million shipments from over 60 production facilities. This represented
over 40 billion pounds of product. Over 16 billion pounds shipped by rail, over 13
billion by road, and over 11 billion by marine. We contract with over 200 different
third party carriers to transport our products. Two of them are here today. We have
over 160 third party warehouses, terminals and transloading facilities. We operate
a fleet of 18,000 railcars, including 7,500 tank cars for the transportation of chemi-
cals. Approximately 20 percent of our shipments are hazardous materials ship-
ments. Transportation of chemicals, including hazardous materials, is vital to U.S.
competitiveness in the global marketplace, as well as to the health, safety, and wel-
fare of the American public.

Safety is Dow’s top priority. We strive to ensure safe operations at our production
facilities. We collaborate with our logistics service providers to ensure safe, secure
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and compliant transportation of our products. We work with our customers at their
locations for the safe handling of our products.

Dow is committed to Responsible Care®, the chemical industry’s world-class envi-
ronmental, health, safety, and security performance initiative. Our transportation
partners demonstrate this same safety commitment through the Responsible Care®
Partnership program.

Dow has an extensive Risk Management Program, but we are also committed to
ensuring communities are aware and prepared if an incident does occur. We support
this commitment through TRANSCAER® and CHEMTREC®, which provide the
training, support, and information necessary for effective and timely emergency re-
sponse.

Dow is fully committed to transportation safety and security advancements and
to the reduction of risk to people, communities and the environment. This requires
close collaboration with all industry stakeholders. An example of this is Dow’s par-
ticipation as the ACC member representative on the Advanced Tank Car Collabo-
rative Research Program to improve tank car safety.

Dow supports the Federal Government’s comprehensive regulatory framework to
mitigate safety and security risks. We encourage the government agencies to further
collaborate with industry stakeholders to ensure that current and proposed regula-
tions are designed to improve safety and reduce unnecessary burdens.

In advance of the Commerce Committee’s recent hearing on “Reducing Unneces-
sary Regulatory Burdens,” ACC identified a number of regulatory actions by the
DOT that impose burdens without advancing safety. These actions include regu-
latory provisions and interpretations that directly impact Dow. We welcome further
discussion on these issues.

The DOT serves a critical role in establishing uniform, national standards for the
safe transportation of hazardous materials. The DOT must maintain this exclusive
role. Any new requirements imposed on the regulated community must be developed
through an appropriate Federal rulemaking process, and supported by a cost-benefit
analysis. If regulations are adopted with an unsubstantiated cost-benefit analysis,
the regulated community will incur significant costs, yet without increasing safety.

I conclude my testimony by acknowledging your efforts and willingness to work
with the chemical industry and our integrated transportation partners to ensure
that the U.S. has a safe, secure, sustainable and competitive network to deliver our
products when and where they are needed. We look forward to working closely with
the Subcommittee, our transportation partners and the DOT to further collaborate
on policies and programs that will enhance our Nation’s transportation infrastruc-
ture.

Thank you. I look forward to your questions.

The CHAIRMAN. Thank you, Mr. Gurd.
And, Mr. Moorman. Welcome.

STATEMENT OF WICK MOORMAN, PRESIDENT
AND CHIEF EXECUTIVE OFFICER, AMTRAK

Mr. MOORMAN. Thank you, Chairman Fischer, Ranking Member
Booker, members of the Subcommittee, and my fellow witnesses.
Good afternoon, everyone. I am Wick Moorman. And it’s a privilege
for me to be here today to testify on behalf of Amtrak.

As you’ve heard, I joined Amtrak in September 2016, after a 40-
some-year career with Norfolk Southern Corporation that cul-
minated in my service as President, CEO, and Chairman of the
Board. I retired from those positions in 2015, with the idea of en-
joying time with my family and absolutely no idea of working full-
time again.

However, I've followed Amtrak since its creation in 1970. I have
a deep appreciation for its mission. And to my wife’s dismay, I was
ultimately persuaded to come on board as President and CEO with
really two responsibilities: one is to build on the progress that Am-
trak has seen over the past decade, and then to lead the search for
the right long-term CEO.
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First, let me express my gratitude to the Committee for the pas-
sage of the FAST Act, which recognizes the critical role Amtrak
plays in our Nation’s transportation network. 2016 was a strong
year for our company. We tick at revenues of $2.2 billion in more
than 31 million passengers. We set another record. And addition-
ally and importantly, we reduced our need for Federal operating
grants to cover our operating loss by covering 94 percent of our op-
erating costs through ticket sales and other revenues, a first for us
and an achievement matched by few, if any other, passenger rail-
roads worldwide.

As strong as that performance was, I know that we can get bet-
ter first by working on our safety culture. Amtrak is a safe com-
pany today, but we can get better. And then modernizing and up-
grading our products and strengthening our operational efficiency
and our project delivery.

We streamlined our organizational structure. We have a consoli-
dated senior executive team to provide focused leadership. And
with this change, Amtrak is organized now like most freight rail-
road companies and, in fact, most major corporations, which is en-
tirely appropriate because that’s what Amtrak is, it’s a corporation.

And while our business model is somewhat different than the
typical publicly held for-profit company, at the end of the day, Am-
trak is a business and will operate like a business on par with all
of the other companies that rely largely on government funding as
part of their business model. Our job is to deliver the services and
run the network that you, our principal stakeholders, believe is in
the public interest and warrants Federal investment.

With our new structure in place, I think we’re well positioned for
future growth opportunities and for delivering more value to the
American public. However, for us to truly seize the opportunities
before us, we need to begin a new era of investment in the critical
assets that are central to our operations: our infrastructure, our
fleet, and our stations.

This brings me to my core message today—now is the time to in-
vest in our aging assets. The infrastructure challenges that plague
our National Highway System, our ports, our inland waterways,
and transit systems are in many ways similar to the problems fac-
ing Amtrak today. More than ever, our Nation and the traveling
public rely on Amtrak for mobility, but our future depends on
whether we can renew the cars, locomotives, bridges, tunnels, sta-
tions, and the other infrastructure that will allow us to meet these
growing demands. Our list of needs are long, and several are in-
cluded in my written testimony submitted for the record.

We applaud the growing consensus in Congress and certainly the
work of this committee and the administration that the time is
right for major infrastructure investments, and we urge you to con-
sider the many ways in which the Federal Government can help
bring this to fruition, from direct funding for projects to the
streamlining of things like the environmental review process and
the removal of unneeded regulation and red tape.

Additionally, public-private partnerships and innovative financ-
ing mechanisms should be part of this mix, and they will be good
options for us. But if we’re serious about maximizing the value of
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our investments and advancing them quickly, direct Federal fund-
ing to entities such as Amtrak should also play a major part.

Finally, I would be remiss if I didn’t emphasize the important
nature of our relationships with the 21 states and the various com-
muter agencies that we partner with. The growth of our State serv-
ices is a testimony to the strength of these routes and the demand
for passenger rail traffic. They now account for about half of our
total ridership.

Likewise, in the Northeast Corridor and the other parts of the
United States where Amtrak owns significant infrastructure, we
host hundreds of millions of annual commuter trips, and now we'’re
seeing significant investments from these agencies toward our com-
mon cause. We're very focused on identifying ways to work even
more collaboratively with these states and agencies on our long list
of important needs, many of which I’'ve discussed today.

I look forward to your questions. Thanks for the opportunity to
appear before you.

[The prepared statement of Mr. Moorman follows:]

PREPARED STATEMENT OF WICK MOORMAN, PRESIDENT
AND CHIEF EXECUTIVE OFFICER, AMTRAK

Chairman Fischer, Ranking Member Booker, members of the Subcommittee, and
fellow witnesses, good afternoon. My name is Wick Moorman, and it is my privilege
to be here today on behalf of Amtrak to discuss our integral role in America’s
multimodal transportation system.

Introduction

As most of you know, in September of 2016, I joined Amtrak after a forty-two year
career with Norfolk Southern Railway that culminated in my service as President,
CEO and Chairman of the Board. I retired from those positions in 2015, with the
idea of enjoying time with my family and had absolutely no intention of working
full-time again. However, I was then approached by the Amtrak Board about the
possibility of leading Amtrak. Having followed Amtrak since it was created in 1970,
I have a deep appreciation for the company’s mission and ultimately was persuaded
to serve as President and CEO, with the goal of building upon Amtrak’s progress
of the past decade and leading the search to find a long-term CEO that can lead
the company into the future.

I come to Amtrak at an important time in our history, as intercity passenger rail
service has reemerged as a vital and growing part of our national transportation
network in the new century. In recognition of this, Congress passed the FAST Act
in December 2015, the first surface transportation bill to include a reauthorization
of Amtrak and the first to bring the Federal Government’s rail, highway and transit
programs together into one legislative package. I'd like to thank the members of this
Subcommittee for your leadership of that effort and applaud steps like today’s hear-
ing that look at ways to further integrate Federal policy and programs for the ben-
efit of mobility, safety and efficiency.

The FAST Act recognizes the critical role Amtrak plays in our Nation’s transpor-
tation network. I am pleased to report to you that Fiscal Year 2016 was a strong
year for the company. With ticket revenues of $2.2 billion and more than 31 million
passengers, it was another record year. Additionally, we reduced the need for our
Federal grant to fund operations, by covering 94 percent of our operating costs
through ticket sales and other revenues—another first. This is an achievement
matched by few, if any, other passenger railroads worldwide.

Corporate Reorganization

As strong as our FY16 performance was, I'm certain that we can get even better
by first relentlessly improving our safety culture, modernizing and upgrading our
products, and strengthening our operational efficiency and project delivery. The first
step we took towards these goals was streamlining our organizational structure, cre-
ating a consolidated senior executive team to provide focused leadership and to work
with our Board of Directors to drive long-term value. With this change, Amtrak is
now organized like most freight railroads and major corporations, which is entirely
appropriate because that is just what Amtrak is—a corporation.
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Although we have a somewhat different history, in that the core of our business
and mission was established by Congress, we are a business and that business is
moving people by rail and serving our main stakeholders, the Federal Government
and the American taxpayer. Our business model is different than that of a typical,
publicly held, for-profit company. But we have a lot in common with other busi-
nesses, from defense contractors to highway builders, who are in business to serve
government and to support public purposes. Highway builders, for instance, design
and build essential road infrastructure projects for our government and in support
of the national economy, charging the public for these services at levels sufficient
to generate adequate returns for their owners. Similarly, Amtrak receives funds
from the Federal Government to augment the more than $2 billion in revenue we
generate directly through ticket sales every year. In that way, we also provide infra-
structure and services that produce public benefit and promote the Nation’s econ-
omy.

Federal funds are what allow us to meet the operational and capital needs of our
46-state national network of trains and our infrastructure that serve more than 500
communities, urban and rural, across America. We serve these communities and op-
erate these routes because Congress, various Administrations, and the public gen-
erally have recognized the unique value that intercity passenger rail service can
provide to these communities and the Nation. Our job is to deliver the services and
run the network that you, our principal stakeholders, believe is in the public inter-
est and that provides sufficient value to warrant the investment. In doing so, my
pledge to you is to operate Amtrak as safely, efficiently, and effectively as possible.
From better project delivery to greater operational excellence, we are working on
ways to deliver even greater value from your investments in our mission.

Let me also take a moment to answer a question I receive from a lot of people
about whether the government needs to fund passenger rail service at all, and
whether or not private entities or the freight railroads could just take over the oper-
ation of this network. I began my career with the Southern Railway, a Norfolk
Southern predecessor that chose not to join Amtrak in 1971 and operated some of
the last privately funded, regularly scheduled intercity service in the U.S. until
1979. Eventually, dwindling revenues and the cost of equipment improvements led
the Southern to turn over operation of passenger service to Amtrak, just as every
other private freight railroad has done. Having led Norfolk Southern, and as a stu-
dent of the industry for many years, it is clear to me that the fundamentals of the
rail passenger business remain the same today. If the Nation wants a passenger
network of any significant size and impact, like the one we operate today, it will
take public support to make it happen, just as it does everywhere across the globe.

Passenger Rail Investment Opportunities—Northeast Corridor
and National Network

With a new corporate structure in place and with a renewed focus on strength-
ening safety, operational excellence, and the quality of our product, we are well-posi-
tioned for future growth opportunities and for delivering more value to the Amer-
ican public. However, for us to truly seize the opportunities before us, we need to
begin a new era of investment in the critical assets that are central to our oper-
ations—our infrastructure, fleet, and stations.

This brings me to the core message that I want to share with you today—now
is the time to advance initiatives to provide funding and investment opportunities
for our aging assets. The infrastructure challenges plaguing our National Highway
System, ports, inland waterways, and transit systems are similar to some of the
problems Amtrak is facing in these major areas:

(1) Northeast Corridor: Amtrak’s Northeast Corridor is North America’s busiest
railroad, with 363 miles of Amtrak-owned infrastructure and 2,200 daily high-
speed, commuter, and freight trains operating on an underlying infrastructure
built between 80-110 years ago. While the track and signal systems are rea-
sonably sound, they need improvement, and many major bridges, tunnels and
stations must be replaced and expanded to preserve current service levels and
permit future growth.

(2) National Network: Outside of the Northeast Corridor and across the National
Network, Amtrak is a tenant operating over the 20,000 miles of freight and
commuter railroads—including Mr. Rose’s railroad, BNSF. While the condition
of the freight railroad infrastructure is generally very good, we still encounter
capacity constraints that limit and delay both passenger and freight volumes.

(3) Rolling Stock and Stations: Much of our current equipment has reached or ex-
ceeded the end of its useful life. In order to meet the current requirements
and growing demands of our passengers, we must replace these assets. The
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depots that Amtrak inherited are old and in significant need of repair and
modernization.

More than ever, our Nation and the traveling public rely on Amtrak for mobility,
but the future of Amtrak depends on whether we can renew the cars, locomotives,
bridges, tunnels, stations, and other infrastructure that allow us to meet these
growing demands. Amtrak already has begun to face this challenge. Enabled by the
RRIF loan program championed by this Committee, and using our own ticket rev-
enue, we are purchasing new electric locomotives and new trainsets for our second
generation Acela Express. But we need the help of Congress, if we are to make a
serious dent in the massive backlog of deferred investment in right-of-way infra-
structure and rolling stock that constricts growth and reliability today. As Congress
and the Administration develop and advance a multimodal transportation invest-
ment program to rebuild assets and spur job growth, it is imperative that significant
funds for Amtrak and passenger rail capital investments be included in that pack-
age.

Our list of needs is long, but each item offers the country a chance to invest in
long-term assets with big benefits to the travelling public and the national economy.
A few specific examples include:

e Construction of the Portal North Bridge and new Hudson Tunnels, both parts
of the larger Gateway Program that will ensure that 450 daily Amtrak and NJ
Transit trains can continue to serve New York City from the south;

e Construction of a new Baltimore & Potomac Tunnel and replacement of the 110-
year old Susquehanna Bridge in Maryland to improve reliability, expand serv-
ice, and lower trip time;

e Construction of fleet of new or rebuilt diesel locomotives and passenger cars to
support Amtrak’s National Network;

e Construction of track, signaling, and other improvements to remove chokepoints
on our host railroads or restore service in key underserved markets, such as
along the Gulf Coast; and

e Expansion and improvement of Chicago and Washington Union Stations to im-
prove accessibility, expand capacity, spur local development and enhance safety.

We applaud the growing consensus in Congress and in the Administration that
the time is right for major infrastructure investments. We urge you to consider the
many ways in which the Federal Government can help bring this to fruition, from
direct funding for projects to streamlining of the environmental review process and
removal of red tape. In that regard, I want to thank this Committee for including
the provisions in the FAST Act that help streamline environmental reviews and
project delivery for railroad projects. I am also aware of the President’s recent exec-
utive order directing agencies to streamline and expedite high priority infrastruc-
ture projects. These are important steps that can help reduce time and expense for
both freight and passenger rail projects across this country, and we look forward
to working with our partners to identify additional steps to further expedite these
critical rail projects.

Additionally, public-private partnerships and innovative financing mechanisms
should be part of this mix and will be good options for some projects. But if we are
serious about maximizing the value of these investments and advancing them quick-
ly, direct Federal funding to entities such as Amtrak should also play a major part
of a multi-pronged investment strategy to jumpstart the American economy. Rail in-
frastructure investments stimulate job growth in construction, manufacturing, and
professional services. Rail cars, locomotives, steel, concrete, machinery, signals, and
track are all sourced from across the Nation. Investments in these sectors can help
spur the rebirth of America’s passenger rail manufacturing and supply sector which
largely has been dormant and overtaken by international firms.

Amtrak stands ready to work with each of you and all of Congress to seize this
opportunity to make smart investments and help make America’s transportation
network the greatest in the world for generations of Americans to come.

I look forward to your questions. Thank you.

The CHAIRMAN. Thank you very much.

I would like to begin by posing a question to all of our panelists.
As we look at major infrastructure initiatives in this Congress and
with the new administration, I think we need to be strategic in
how we invest in our transportation system. For example, the
multimodal freight program in the Highway Bill offers dedicated
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funding and incentivizes investment in critical urban and rural
freight corridors.

I would like to know if any of you believe that that freight pro-
gram might be a model on how we move forward? Is that some-
thing we could build off of so that we can look strategically and be
focused in an infrastructure proposal?

Mr. Rose.

Mr. ROSE. So, I think the FAST Act that you all passed, is un-
doubtedly the most important freight policy structure that’s ever
been passed up here. And so I think it has great bones for the fu-
ture.

Whether we think about projects of national significance, TIGER
funding, intermodal connectors, all of those things, they're all vi-
tally important. And the way we think of it, from the railroad in-
dustry, is that every ton of freight that we can take off the national
highway system to create more capacity for the passengers and the
traveling public is a ton of freight that you don’t have to maintain.
And so those individual categories that you listed and I listed are
really important to facilitate things like permit reform, things like
investment reform, investments, and how we look at those things,
at the end of the day really achieve the goal of creating the most
efficient supply chain in our country that we can have.

The CHAIRMAN. Thank you.

Dr. Lofgren.

Dr. LOFGREN. Our heritage, as a company, was long-haul random
one-way trucking. If you look at our business today, close to $1 bil-
lion of our revenue actually comes in partnership with Matt’s com-
pany and our partner in the eastern half of the United States
where for those long distances, it’s effective and efficient for us to
put our equipment onto the train and to take that first and last
mile and run it by road.

So clearly, we have opportunities, and, frankly, we have opportu-
nities here in this country that are beyond what exists anywhere
else to take advantage of multimodal transportation, and tech-
nology and appropriate structures, where they interface, are really
critical to effectively moving the goods of this country.

I think the actions that we have taken recently are important.
I think there’s more to come. And I think that the challenge is, is
that oftentimes the infrastructure that’s required to connect large
population centers run through rural areas, and so we have to keep
in mind what those look like and how they’re maintained in order
to keep a connected network together, which is really where the
competitive advantage that allows this country in total to partici-
pate in the economy.

The CHAIRMAN. Thank you.

Mr. Gurd.

Mr. GURD. As mentioned, we continue to have growth in the U.S.
Gulf Coast and many of our other production facilities, so anything
that would support safe transportation of our materials as we grow
in order to get product to our customers is something that’s very
important to us.

Multimodal is something that we continue to look to for opportu-
nities. Where we can ship rail as our safest mode of transportation,



34

we'll continue to do that; where we can’t, we’ll be shipping with
truck. Multimodal is something that we continue to support.

So I would say anything with regards to infrastructure that
would help with the safe transportation of those materials we
would be supporting.

Thank you.

The CHAIRMAN. Thank you.

Mr. Moorman.

Mr. MOORMAN. Let me echo what Matt said in two ways. First,
the importance of the FAST Act for the entire transportation net-
work. The second thing I would say is that as you look at that
model and you look at the impact on the freight railroads, the im-
portant thing for Amtrak is we’re part of the railroad industry, and
our strength—we’re only as strong as the freight railroads. Seventy
percent of our train mileage is on freight hosts, such as BNSF. So
I think that it’s an important framework and something that will
be good not only for the transportation of freight, but ultimately for
the transportation of people as well.

The CHAIRMAN. Thank you all very much.

Senator Booker.

Senator BOOKER. Chairwoman, Senator Blumenthal has a press-
ing obligation, so I'm going to pass my time to him if that’s okay
with you.

The CHAIRMAN. That would be fine.

Senator Blumenthal.

STATEMENT OF HON. RICHARD BLUMENTHAL,
U.S. SENATOR FROM CONNECTICUT

Senator BLUMENTHAL. Thank you very much, Senator Booker. I
really appreciate that courtesy.

I have a couple of brief questions, beginning, Mr. Moorman, with
yourself. You may recall that I wrote you just a few weeks ago con-
cerning the noise generated by Amtrak trains going through
Stonington, and, in particular, I've been in contact with the town,
and I understand perhaps you have been as well. I would like your
commitment that you will work with the town to resolve these con-
cerns, which are extremely pressing to the town of Stonington and
people who live in the region generally.

Mr. MoORMAN. Well, you absolutely have the Amtrak commit-
ment on that. And as I wrote the town, and I think you saw a copy
of the letter, there’s a process for the town to go through primarily
driven by the Federal Railway Administration. And so we will as-
sist in any way that we can in helping the town through that proc-
ess.

Senator BLUMENTHAL. I hope that that process can be expedited
and that any sort of bureaucratic delay can be avoided. I know
you’ll give it your personal attention.

Mr. MOORMAN. Yes, sir.

Senator BLUMENTHAL. Thank you.

All of the witnesses may be aware that there are ports in Con-
necticut: Bridgeport, New Haven, and New London. My colleague
from New Jersey has ports as well in his state. When we talk
about rail, we talk about delivering freight that may come through
our ports. Would you agree with me that increasing the reliability
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and capacity of our ports is essential to delivering more freight,
more readily, more speedily to the places and people who need
them?

Mr. RoseE. We would agree with that totally, Senator, and go on
to say that our ports are really national treasures. And if we go
back 30 or 40 years ago, trade was not that big of an impact to our
country, GDP. Today, arguably, it represents almost 40 percent of
our GDP, inbound, outbound trade, going through those specific
ports.

And when we don’t have the right funding for the ports, two bad
things happen. One is I believe you have more environmental con-
cerns at the ports themselves. But you also have congestion at
those ports. And then that freight is going to come into our country
another way versus the most efficient port. So it will come through
Canada, it will come through Mexico, it will come through another
port.

And so the ports—we’ve got to—and part of the programs, the
legislation you all passed, and some of the things you’re talking
about doing, is money that can go directly to ports, and we’re very,
very supportive of that.

Senator BLUMENTHAL. I appreciate those very well-stated com-
ments. Thank you.

I also want to ask about Positive Train Control.

Mr. Rose, you have really done yeoman’s work in this regard. Do
you have guidance for other railroads that may be behind yours in
implementing Positive Train Control and perhaps some comments
about its importance to rail safety?

Mr. RoOSE. So Positive Train Control will not be the be-all/end-
all for rail safety. It is a very important risk mitigation, and it will,
without a doubt, reduce injuries, fatalities, and derailments. We're
very excited about the progress that we’re making and that the rail
industry is making. Last month, for instance, we ran 35,000 Posi-
tive Train Control segments at 85 percent that went through the
entire system without having a defect.

So we've still got another year and a half on our implementation
schedule through 2018. We feel very, very confident that we will
have our entire network outfitted. And we think that all the work
that we’re doing at BNSF is getting rid of a lot of the challenges,
a lot of the problems, that some of the other railroads maybe that
are not as far along as we are, that they will face, and we’re work-
ing with the same suppliers. And so we hope that our hard-knock
lessons will help the rest of the industry.

The final thing is there are a lot of passenger commuter rails
that still have not had the—they just don’t have the money to im-
plement Positive Train Control, and it doesn’t escape me that the
main reason that Congress passed the law in 2009 was because of
a passenger/freight accident.

And so as a freight railroad, it may sound out of line, but I actu-
ally urge Congress to fund passenger/commuter rail funding for
Positive Train Control. I can’t imagine a more difficult train wreck
for us to have to go to where we have the Positive Train Control
on the freight rail, and the passenger or the commuter didn’t be-
cause of lack of funding. It is technology that will work, and we'’re
excited to be leading the charge.
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Senator BLUMENTHAL. Thank you. My time is expired, but I hope
that railroads around the country, including commuter railroads,
Metro-North being one of them, will take your guidance seriously.
Some of them may have the resources or access to the funds to im-
plement Positive Train Control, but still have not implemented this
life-saving technology, which is hardly novel or new. It has been
around for a long time, and I thank you for your commitment to
it.

Thank you, Mr. Chairman—Madam Chairwoman.

The CHAIRMAN. Thank you, Senator Blumenthal.

Senator Inhofe.

STATEMENT OF HON. JIM INHOFE,
U.S. SENATOR FROM OKLAHOMA

Senator INHOFE. Thank you, Madam Chair.

Dr. Lofgren, in your remarks, you mentioned something that’s
very obvious, and that is that a patchwork of State-level laws nega-
tively impacts what you’re able to do, and that’s one of the reasons
way back when the National Highway System started, we wanted
uniformity, particularly not just truckers, but everyone going
across the country.

Now, I was here in 1994 when we established the Federal stand-
ards for prices, routes, and services of motor carriers. Then along
comes California, and they established that State meal and rest
break requirements are in violation of this law, but in 2014, the
Ninth Circuit said, “no, it’s not in violation.”

So I would ask you, what kind of impact is this having on your
business?

Dr. LorGREN. Well, I think as it relates to interstate commerce,
which we’re involved in, we can have a driver who starts in one
state, travels across multiple states, and will finish his day or her
day in another state. And as these things start to creep up, with
all of the best of intentions, you can find yourself violating one or
the other because they don’t take into account how a driver works
through their day.

And that’s the challenge, and that was really what was driving
the legislation back in 1994, was a recognition that interstate com-
merce had people moving, and it was the ability to freely move
around this country to transport goods was giving us a competitive
advantage.

And so the challenge is, is that they don’t recognize the very
work that’s being done and how they impact, and it essentially can
create discontinuities in terms of doing that and operating con-
sistent with the regulations.

Senator INHOFE. Yes, and you agreed with me that you were
probably somewhat surprised in 2014 when the Ninth Circuit came
out with their ruling on this.

Dr. LOFGREN. Well, I think, look, when you operate within a
state, and we have some of our drivers who operate within just one
state or, frankly, one municipality, and in those circumstances, we
can certainly design the work, design the pay programs, and en-
sure compliance to that and serve customers.
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And so the issue isn’t one where it’s operating within a state, it
is absolutely around interstate commerce. And so that’s the part
that I guess seems strange to me.

Senator INHOFE. It’s a little strange, yes.

And, Mr. Rose, first of all, thank you for all your help and co-
operation in our tank car efforts. You’ve been a big, big help. The
BNSF is part of the FAA’s Pathfinder Program to perform research
aimed at expanding the drone system and their capabilities. This
is something that I successfully pushed in the FAA bill when we
had the language—and I was actually aiming at pipelines, an obvi-
ous exception that should have been made.

Now, do you want to share with us any kind of benefits that you
see in that expansion?

Mr. ROSE. Sure. So we’re pleased that we have a partnership
with the FAA, and we were the first company to get non-line-of-
sight, which really opens up a whole different world for us. We're
using it in some cases out in New Mexico to fly drones ahead of
trains. We're using it to take videos of track conditions. We’re using
it to inspect bridges instead of having to hang an individual in a
very precarious situation over a bridge to look at the structural
ability of a bridge.

So I think we’re just in the first inning of seeing everything that
is out there for us with drones. We're working with IBM in terms
of looking at big data. We're getting just millions of pieces of infor-
mation coming from these drones, and now creating the informa-
tion set that will allow us, quite frankly, to improve our operation
reliability and improve our safety greatly

Senator INHOFE. Yes, I was going to say every example you used,
it’s a matter of safety that it addresses.

Mr. ROSE. Right.

Senator INHOFE. Not just efficiencies.

Mr. RosE. Correct.

Senator INHOFE. Safety. That’s good. Let me—the Chair, when
she opened up, was talking about our bill that we passed, the
FAST Act, and the fact that we had for the first time a national
freight program, and I was chairing that committee at that time.
And the reason that she is bringing it up and the reason I want
to bring it up also is because we’re going to be starting to work
right away on the next one. And since this is the first time we had
a national freight program, I just want to get into the record that
it’s something that is really desired, something that’s helpful.

Any comments, Mr. Rose, or anyone else that you have on that
program, other than what you've already responded to?

Mr. ROSE. Yes. We're very, very supportive. I served on the last
time the surface transportation network in this country was stud-
ied through the SAFETEA-LU legislation back in 2009, and we
looked at what happens. At that time, our population in this coun-
try, we had 312 million people. We actually modeled the highway
network, the port network, and the railroad network when we get
to 330 million people, when we get to 350 million people.

And the only way to stay up and remain our competitiveness
from an infrastructure supply chain as a percent of GDP is, quite
frankly, to handle this freight. And freight is a vital link to our Na-
tion’s economy.
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And so I think really for the first time through the FAST Act,
we’ve actually seen a freight program. It’s not fully fleshed out. The
bones, I would call it, it has good bones to be able to build on, like
you're talking about, and we want to participate in terms—specifi-
cally for things like intermodal connection; freight collection areas;
overpasses; underpasses; grade crossing safety, which I know Sen-
ator Gardner is very, very interested in; rail relocation; port en-
hancements; all these things that at the end of the day make
freight move more efficiently because when freight doesn’t move ef-
ficiently, you get massive congestion costs, and massive congestion
of commuters on the Nation’s highways.

Senator INHOFE. OK. Thank you very much.

The CHAIRMAN. Thank you, Senator Inhofe.

Senator Young.

STATEMENT OF HON. TODD YOUNG,
U.S. SENATOR FROM INDIANA

Senator YOUNG. Madam Chair, thank you for holding this hear-
ing. I want to thank our Ranking Member and all our witnesses
here today.

Indiana is the hub for several major interstate highways. It’s
earned us the moniker “The Crossroads of America,” in addition to
“Paradise.” You may not have heard that one, but it’s popular back
home.

[Laughter.]

Senator YOUNG. Dr. Lofgren, you spoke to, in response to a ques-
tion by my colleague from Oklahoma, the impact and enterprise
level of this Ninth Circuit Court decision pertaining to the preemp-
tion of Federal law related to interstate commerce by state laws,
and the impact it’s had at a company level. Could you sort of trans-
late that down to the worker level and the consumer level, please?

Dr. LOFGREN. Sure. So, for example, where that law really start-
ed was to make sure that agricultural workers were getting the op-
portunity to take their breaks and get rest. That’s where it started,
had its roots, and appropriately so.

The challenge can be when you look at applying it the way that
the state of California would like us to do it, and, frankly, the way
which we do, do it now. But what it requires is, is that when a
driver has to take a 15-minute rest break, our drivers are not going
to pull off on the side of the road. It’'s a safety hazard. It creates
issues. So they’re going to find the best place where they can move
that vehicle off, they can park it safely, and take their break.

The challenge is the way that that restriction is, is that you have
to do it like now. So it doesn’t really account for the work. And the
issue that we have is we want our drivers to take breaks, to do
things safely, we encourage them to do that, and we want them to
do it when it’s safe, at appropriate times, and those regulations
just put us at odds, and it frankly makes it difficult.

And so just recognizing how freight moves, how the industry
works, it’s not about being safe, it’s about recognizing how it works
and making sure that the requirements align up with that.

Senator YOUNG. So in your estimation, this actually—this could
decrease safety among those who work for trucking companies like
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yours, and we certainly don’t want that. That’s a correct character-
ization, right?

Dr. LOFGREN. That’s correct.

Senator YOUNG. Right. Yes. Let me transition to regulatory re-
form. It’s my sense, informed by conversations with people back
home, that the need for regulatory reform, whether it’s in the man-
ufacturing sector or services or in the logistics industry, has never
been greater. And in your testimony, you speak to the unintended
sense of uncertainty within the trucking industry by rulemakings.
I maintain concerns that in recent years well-intended regulations
have been issued without a firm basis in the facts, without the sup-
porting data.

Some industry groups point to the inadequate data from Federal
Highway Safety regulators when they issue proposed rules, such as
mandatory speed limit requirements and sleep apnea screenings.
We can all support, I know, everyone in this hearing and beyond,
everyone throughout the country, improved safety standards for
your industry and others, and we’re looking for ways to remove ob-
stacles to that happening.

Could you speak to the need to require our Federal Highway
Safety regulators to ground their rules in rigorously supported
data, preventing the sort of uncertainty you spoke to?

Dr. LOFGREN. Well, certainly. And, actually, we got involved,
were asked—I think the industry stands ready, or a number of peo-
ple who are committed to safety, because I'll just give you one ex-
ample. The great competitors that we have in the industry have
said safety is not going to create competitive advantage, so we do
benchmarking sharing best practices because we believe it in the
industry, and therefore each of our company’s, best interest to do
that.

I think that we recently were asked by FMCSA to help give real
data on the day of a driver. And, I mean, we’re pulling all of this
information off the truck all of the time, and we said, “Sure. Here.
Here’s some data.”

I think there is a willingness, I think there is an awareness, and
I think the way we get to the right kinds of answers is to engage
the people doing the work with the people regulating the work with
the people legislating the work because I think there are real an-
swers.

There is more data available today coming off of our trucks and
interfacing with our drivers to get to the right answer, and I think
there is a willingness and commitment that we get to the right an-
swer because nothing is worth having somebody injured. And I
think you will find my best competitors would line right up along
with that.

%0 I think there’s a pathway. We just have to get on the pathway
to do it.

Senator YOUNG. And I want to play a constructive role as we look
to improve the rulemaking process, so perhaps we can work to-
gether in that regard.

Mr. RoseE. We would be delighted.

Senator YOUNG. Thank you, Madam Chair.

The CHAIRMAN. Thank you, Senator Young.

Senator Gardner.
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STATEMENT OF HON. CORY GARDNER,
U.S. SENATOR FROM COLORADO

Senator GARDNER. Thank you, Madam Chair.

And, Senator Young, I didn’t realize that Colorado and Indiana
shared the same slogan.

[Laughter.]

Senator GARDNER. It’s fantastic. So thanks to all the wit-
nesses

Senator YOUNG. Are you the crossroads, too? You're the cross-
roads, paradise part, yes.

Senator GARDNER. Right, yes.

I want to thank you all for being here and the opportunity to
hear what’s on your mind. And just a couple quick questions as
we’ve gone through and heard some of our other colleagues ask
questions.

Mr. Rose, 10 years or so when we saw the auto industry starting
to see its decline, we saw a number of car carriers that were off
the tracks and resting. And later on, we saw oil tankers. That was
a pretty good indication of what was happening in the economy, so
really sort of the indicator of what’s happening, what’s moving.

Is there anything that we should be concerned about that you're
seeing right now in business, economic leaders, indicators, that we
ought to be aware of?

Mr. ROSE. So last year, when we ended the year, we looked at
22 businesses on the railroad, and only half a dozen of them were
positive, the rest were all negative. So that’s a bad sign. We should
be at least 50-50, if not a few more being positive.

I do believe there’s a sense of things are getting better, and for
us, in the railroad industry, and to some degree with Chris’s busi-
ness, it all is going to depend on consumer confidence and the U.S.
manufacturing footprint. And the investments that Dow Chemical
is making on the chemical coast, it’s enormous. I mean, there are
probably $150 billion being invested in the entire chemical coast of
our country today, and it’s due to one thing—well, several things,
but one thing mainly, it’s low natural gas prices.

And so low-cost, affordable, reliable energy goes through a thread
of our society, it’s goes through the railroads, it goes through the
trucking company, and it goes through the consumer.

And so we’re real bullish that with sustained domestic produc-
tion, diversification of fuel, that the consumer is enjoying that and
the consumer is going to keep spending money, because we've got
a hole, as I said in my testimony, we’ve got a hole to dig out of with
what has happened in the coal business for the railroads.

The railroads used to account for about 20 percent of all their
units from coal, and that’s going to be somewhat less than 10 per-
cent. So it’s a big commodity to replace, and that’s why we need
to rely on people, partnerships we have with Schneider National,
UPS, Federal Express, and all these trucking partners, to really
achieve what is a great public policy destiny of bringing trucks,
trailers, containers, to the railroad, taking them off the highway,
preventing that highway damage, we have a great environmental
footprint, and then taking them to a destination and letting them
redeliver it back into the consumer supply chain.
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Senator GARDNER. Thank you. And the issue came up in your
testimony, or at least you answered or responded to a question,
about the issue of crossings, the train horn rule currently being dis-
cussed by the Freight Rail Administration. What is the FRA—what
is—the Federal Railroad Administration, excuse me—what is your
idea perhaps of a better balance between the safety of grade cross-
ings as well as train noise?

Mr. RosE. That’s a tough situation, Senator, because in our coun-
try we have almost 240,000 grade crossings. On BNSF alone, we
have almost 30,000 of them, and about half of them are non-signal-
ized or non-gated crossings. And I think we'’re early on to this ques-
tion of quiet zones, but, unfortunately, I do think that we will have
the unfortunate information that accidents per million train miles
through grade crossings that do not sound the horn have higher in-
cident rates of injuries and fatalities. And so I think we have to
walk cautiously down this path.

There is some new technology like directional horns that would
be placed on the actual crossing themselves that would lower the
decibel, instead of having a locomotive hitting the entire spray of
the noise if you will. So those types of things I'm encouraged about,
but we really, I think, would walk cautiously down before we would
ask the FRA to revert the rules that have been in place since about
1998.

And the challenges that communities have is that these are ex-
pensive technologies to put in these grade crossings. You can easily
spend $400,000, $500,000, $600,000 per crossing to go to a whistle-
free zone, but you've got to make a big investment to replace that
reliability that that locomotive horn provides.

Senator GARDNER. Thanks, Mr. Rose.

Just a couple of questions related to Mr. Moorman, I wanted to
talk a little bit about—thank you for the Winter Park Ski Train
and the incredible opportunities that it presents. It’'s paradise
there. And if we could expand a little bit about that. I know we
have some maintenance employees that may be moving, some con-
cern was raised in Colorado about that and what that means for
Ski Train. Obviously, Southwest Chief is very important to south-
eastern Colorado, and what that means.

And I'm going to get one last question in here before—my time
has already run out. Somebody mentioned the ports. I think Sen-
ator Nelson mentioned, or Blumenthal mentioned, the ports issue.
In a few years, we have a situation, the East Coast and West Coast
ports that could lead to a similar slowdown, shutdown, like we saw
in the West Coast port just a couple of years ago, cost our economy
dramatically.

Maybe somebody could address the impact if that were to hap-
pen, what would happen to our economy if that happens again on
the East Coast and West Coast at the same time?

Mr. ROSE. Yes, I think we saw it in 2000, we saw it again in
2012, where a relatively few number of ports can have an outsized
impact to our economy, and the challenge is, is that those ports are
not under the same labor act or same negotiating act like the air-
lines or the railroads or anything else are. And it’s very, very un-
fortunate, but we literally, when we have a big port strike, we're
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changing the nature of supply chains in this country, and we are
definitely hurting our commerce.

So I would just urge that there would be a process in place,
whether it’s baseball arbitration or some sort of mediation, that
could at least be imposed because there are a lot of Americans that
depend on their jobs for the competitiveness of these ports. And
these are enormously well-paying, high-paying jobs. And when the
West Coast or the East Coast decides to go out, the hundreds of
millions and billions of dollars of economic impact are felt for lit-
erally weeks and months. And we back up trains all the way to
Chicago, and it creates conditions that take us out of our normal
pace, that we don’t like the risk of that as well.

The CHAIRMAN. Thank you, Senator.

Senator Hassan.

STATEMENT OF HON. MAGGIE HASSAN,
U.S. SENATOR FROM NEW HAMPSHIRE

Senator HASSAN. Thank you, Chairwoman Fischer and Ranking
Member Booker, and thanks to all of you for being here today. I'm
sorry I wasn’t here to hear your testimony, but I will be well
briefed on it.

I wanted to start with a question to you, Mr. Lofgren. The truck-
ing industry obviously plays a critical role in our country, it cer-
tainly does in New Hampshire, where we have about 27,000 jobs
that are related to the trucking industry, and not only is New
Hampshire paradise, we’'re small, so from 1.3 million people, 27,000
jobs 1s quite a lot.

We all know how hard our drivers work, often in really rigorous
weather conditions. And some of the roads aren’t very well kept up.
You know, we’ve all had our infrastructure challenges over the last
couple of decades really. The American Society of Civil Engineers
has deemed one in nine U.S. bridges structurally deficient, clearly
posing a risk to travelers, including truckers, all around our coun-
try.

So I think we all talk about the need for more infrastructure in-
vestment and that it’s very, very clear. It seems to me it’s always
how we do it that’s the question, right? Some are good for tax
breaks and public-private partnerships. Others maintain direct
Federal spending will be needed if we’re going to really develop a
21st infrastructure that lasts.

As an industry expert and a business leader, do you believe we
can reach infrastructure goals with tax cuts alone, or do you think
fve nged to take an all-of-the-above approach to tackle this chal-
enge?

D;'. LOFGREN. Well, you're really putting me on the spot, aren’t
you?

Senator HASSAN. I know.

Dr. LOFGREN. Well, I will tell you that the trucking industry rec-
ognizes that we have to pay our fair share, and we realize that the
mechanism for doing that has to be created. Now, there’s a lot of
debate here in this city as to how that should happen.

Senator HASSAN. Right.

Dr. LOFGREN. I'll just go back, when Eisenhower started the ef-
fort that said we’re going to build an interstate system that will
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connect this country, he talked about a usage fee, and it was really
a recognition that as people gained benefits from this infrastruc-
ture that was put in place, they should contribute to both its
growth and its maintenance. I would say our industry is more than
willing to do it because it is fundamental to successfully and safely
executing what it is that we do.

So I think there is an absolute willingness for us to pay more.
We want it to be effectively deployed to address the need. And I
think that’s why we send all of you here, is to figure out what’s
the best way for that to happen.

[Laughter.]

Senator HASsAN. Well, thank you. Now you've put me on the
spot, so we're even, right?

[Laughter.]

Senator HAsSAN. Well, thank you very much.

And, Mr. Rose, I wanted to just talk a little bit about some of
the innovations, and as I came in, you were talking about some of
them, some of the uses of drones. As a former Governor, I got to
appreciate the importance of technology, especially for particular
safety functions. It is my understanding that BNSF has success-
fully been utilizing UAS or drone technology to assist, as you were
talking about. And certainly the use of technology can save on your
bottom line and increase safety.

So I guess it’s an open-ended question. What can we do here to
make sure that companies like yours have a regulatory framework
in place that will allow businesses to innovate and experiment as
new technologies emerge?

Mr. ROSE. Yes, so in my statement, I talk about doing a full com-
prehensive review of the FRA, Federal Railroad Association, under-
taking that. I could point to a lot of rules in the railroad industry
that go back to the steam locomotive.

Senator HASSAN. Yes.

Mr. RosSE. Literally. I mean, we set up our crude districts on
that, we set up our inspections. And so things like the command
and control structure of railroad regulations go back to a time
when we had steam locomotives, and here we are, fast-forward,
we've got the technology we have in these locomotives today now
with Positive Train Control are going to totally change the face of
that.

So the problem is that we don’t have a good process in this coun-
try for looking at old regulations and the cumulative impact on reg-
ulations. And so I think we just need to take a holistic view and
find where technology has replaced that old command and control,
activity-based, regulatory oversight structure and start peeling
them off.

Senator HassaN. OK. All right.

Mr. ROSE. And while I've got my mic open, I just want to com-
ment briefly on the highway system because I've studied it a lot
and I just—Chris is exactly right on a user-based system. You
know, long term, the gas tax doesn’t work. The hybrids, the alter-
native issues, the inflation that comes into the gas tax. We all have
studied it, know that we’ve got to come up with a different issue.
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The ideal perfect issue is some sort of vehicle miles travel. We
know that there are all sorts of public sensitivity around that. The
information is already there in these cars.

Senator HASSAN. Yes.

Mr. ROSE. The information is there in our cell phones. And the
faster we get that, I truly believe the faster we’ll find a sustainable
methodology to pay for our nation’s highway, which, quite frankly,
the railroads rely on.

Senator HAssaN. OK. Well, thank you.

And I see that I'm over my time. I would love to follow up with
you all separately about the issue of Twin 33s on our highways,
and now my office will do that. Thank you very much.

The CHAIRMAN. Thank you.

Senator Klobuchar.

STATEMENT OF HON. AMY KLOBUCHAR,
U.S. SENATOR FROM MINNESOTA

Senator KLOBUCHAR. Thank you very much, Chair Fischer and
Senator Booker. Thank you for this important hearing. I was very
proud of the work that was done on the FAST Act last year, and
was one of the early Senators to support it. I think you know why
we need it, but for me, that’s a floor, and I hope we can do even
more in the years to come.

I did want to thank Mr. Rose. We have some rail projects in Min-
nesota in the metro area, including Southwest and Bottineau light
rail projects. And I really appreciate the work that he has been
doing to work with the Governor and others. So thank you so
much.

We had a little snow out in the western states, and I'm not going
to get into that, but thank you for responding. I know it’s not easy.
Mr. Moorman knows that we had to stop some planes and some
trains from running during that time.

But I thought I would lead with just some of the issues. I know,
Mr. Rose, that Burlington Northern makes long-term capacity deci-
sions and must anticipate changes in market demand years in ad-
vance. This planning can be difficult. In 2016, you handled about
480,000 fewer units of coal than in 2015, while at the same time,
you saw high U.S. corn and soybean export sales, and many from
my state, contribute to an all-time record volume in shuttle sales
and BNSF in the fall.

How do you adjust to better accommodate these variations? You
know, we had that one year where it was really difficult because
of oil coming in from North Dakota and other places, and because
of the commodities at the same time. Since then, things have been
pretty even keeled from my perspective, and I want to thank you
for that.

But can you talk about how you accommodate things?

Mr. ROSE. Yes, well, it helps when you start with spending a lot
of money. And unfortunately sometimes those massive investments
like we made on the Northern line at $1 billion, sometimes mar-
kets do change, and we know that that’s just the nature of the
business that we’re involved in. It wasn’t literally 7 or 8 years ago
when FERC—we were being called into FERC, a railroad. We were
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like, “Why are we going into FERC?” That’s not our territory. We
like FRA, NTSB, STB, you all, T&I, but

Senator KLOBUCHAR. You're really fast with those initials. That’s
very impressive.

[Laughter.]

Mr. ROSE. And we were being call in there because they thought
that there was going to be a massive expansion in the coal busi-
ness. And so, you know, that’s just the nature of these networks.

And I really am serious, though, we’ve spent enormous amounts
of money. The industry will spend—we’ll spend about $115 billion
in this country on the highway system—that’s Federal, State, and
local—and the railroads are spending about $25 billion.

So what we’ve got to do is to make sure that the railroads can
continue to spend that money and then we’ve got to have the best
insight by working with our customers, such as Dow and Schnei-
der, to see where their needs are going to go because, as you know,
building—once you have a market and once you have the money,
the ability to build it out because of the challenges of permitting
are really significant.

And we feel like we literally, in some cases, need to be out 5
years, and when we think about our vision of going out 5 years and
understanding where Chris’s business is going to be in 5 years, it’s
sometimes hard to see that.

Senator KLOBUCHAR. How about rail crossings? Any develop-
ments with those? I know we’ve worked on those together before.

Mr. ROSE. Yes. Again, I think that—we call it—you all call it sec-
tion 130 money, we call it that, too. That’s a good thing. You've in-
creased the funding of that to I think about $225 million a year.
Quite frankly, it probably needs to be closer to a billion dollars a
year. That allows communities to draw into that, do separations,
overpasses, underpasses, increase the level of safety, go to flashers,
grade gates, those types of things.

As I said earlier, we have about 250,000 grade crossings in this
country. Probably half of them have absolutely no mechanized de-
vices at all. They're traditionally out in the middle of the country.
We call them crossbuck-protected crossings.

But when you look at these metropolitan areas like Minnesota
and Saint Paul-Minneapolis, where we start getting—the urban
sprawl is going out further and further, a great way to relieve con-
gestion is to separate that crossing, but they’re really expensive to

0.

And so I would just urge more money, more programmatic re-
form, like you all have already started to do, that will allow states
to draw down.

Senator KLOBUCHAR. OK. Thank you.

Just one quick question at the end, Mr. Moorman. I led the bill
with Senator Cornyn on human trafficking last year, and then we
actually, this committee, passed through a bill with the airlines
and flight attendants to improve training of workers on the front
end to catch human trafficking. We've been amazed at the cases
that can come in.

I was just wondering, I know that Amtrak is interested in this
issue. Could you just very briefly tell me about your efforts? Be-
cause I've run out of time here.
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Mr. MoORMAN. We have done a lot of education across the entire
company with all of our field people, exposed them to the issues,
given them training on them. We keep a lot of information dis-
played still to make sure that information remains timely and that
they’re aware of it. I think there is the Blue program, which Am-
trak participates in as well.

So it’s an issue that we continue to educate our people about and
deal with, but we’re very involved with that.

Senator KLOBUCHAR. Thank you very much. Thank you, all of
you. Thanks.

The CHAIRMAN. Thank you, Senator.

Senator Udall.

STATEMENT OF HON. TOM UDALL,
U.S. SENATOR FROM NEW MEXICO

Senator UDALL. Thank you very much, Chair Fischer and Rank-
ing Member Booker. Welcome. Good to see all of you today. Had
an opportunity to watch you from my office, but good to be here
today in person with you.

A WalletHub study recently ranked my home state number four
on the list of states that could be hardest hit by a trade war with
Mexico. In 2016, New Mexico exported $1.5 billion in goods across
the southern border, significant transportation investments in
Santa Teresa, for example, to help facilitate trade and increase eco-
nomic opportunity in southern New Mexico.

But President Trump seems to be leading us to a trade war with
Mexico. He has proposed a 35 percent tariff on goods coming from
Mexico. Mexico’s economic minister has recently reported that if a
border tax like that is put on Mexican goods, they would imme-
diately seek retaliation.

So I would ask Mr. Rose and Dr. Lofgren, is this saber-rattling
on trade good for the transportation industry? Would a trade war
with Mexico be good for your businesses? And are other transpor-
tation companies concerned about this from what you’re hearing
from your colleagues in the industry?

Mr. ROSE. So I would like to just brag for a minute on my largest
competitor, Union Pacific, who really is responsible for Santa Te-
resa.

Senator UDALL. You bet. You've got it.

Mr. ROSE. I sit on the Dallas fence, and we watch all of your
state as well as Texas. And Santa Teresa is a great example of how
a large rail logistics park can go in and create enormous economic
commerce and create jobs for a community and facilitate the flow
of goods across our country.

Senator UDALL. You're absolutely right on that.

Mr. ROSE. And I let my favorite customer and colleague, Dr.
Lofgren, answer the question on the trade war.

Senator UDALL. You're going to punt.

[Laughter.]

Senator UpaLL. Mr. Rose, you're punting then on me. You're
passing it off, the hot potato.

Mr. ROSE. We do not believe in trade wars.

Senator UDALL. The hot potato. OK. Good. That was good. You
put it on the record, we don’t need trade wars.
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[Comment off microphone.]

Senator UDALL. For the record.

Dr. LOFGREN. Yes, I know. This is an example—this is an exam-
ple of Matt’s great sophistication and time spent here in this fine
city, how he handled that. He will pay for that one way or another.

[Laughter.]

Dr. LOFGREN. Clearly, we have significant operations that move
freight both into Mexico and out of Mexico, and clearly, these kinds
of issues are not going to be helpful to our business in terms of re-
ducing the flow of goods. Now, I know that a lot of our customers
have significant manufacturing facilities that bring component
parts or build component parts, which they need to finalize here in
the U.S. So I'm pretty sure that it’s not going to go to zero, but
there is no doubt that if the path that we’re on here continues,
we’ll see reductions in the amount of business that we’re going to
conduct between the United States and Mexico.

Senator UDALL. Yes, and the reduction in business means reduc-
tion in jobs, and that’s what we’re really worried about in New
Mexico.

Now, I very much support investing in infrastructure, but there
is one massive infrastructure project proposed by President Trump
I'm not very excited about, and that’s a border wall with Mexico.
This wall could cost $21.6 billion, and that’s with a “B,” $21.6 bil-
lion. That’s according to a news report quoting Department of
Homeland Security cost estimates. And now we know that Amer-
ican taxpayers, not Mexico, will pay for the wall. Business leaders
in southern New Mexico are also worried about the economic costs
to their companies once Trump’s taxpayer-funded wall is built.

And Jerry Pacheco, President and CEO of the Border Industrial
Association, explained that building a border wall would hamper
cross-border partnerships. In my view, building this wall could
send a message to foreign companies that the border is closed for
business.

Mr. Rose, how would a border wall impact our trade relationship
with Mexico? And, specifically, how would a border wall impact the
Eail? business in places like Santa Teresa along the southern bor-

er’

Mr. ROSE. I'm really not sure how a border wall would be im-
pacted. I think, you know, right, wrong, or indifferent, we’ll prob-
ably haul a lot of the product going into if there is a wall being
built. But I really don’t know how that wall will impact our busi-
ness. We, quite frankly, haven’t thought a lot about it.

Senator UDALL. Yes. One of the things that I'd want to put on
the record, this area that I'm talking about that Jerry Pacheco—
many people think that Albuquerque is our biggest economic area.
It’s actually the border area, where you’re across border, have huge
amounts of activity, and then in New Mexico, it’s growing, it’s
booming, and they’re very worried, they're very worried about it. So
it’s something that concerns me a lot. And the whole issue here is
jobs, as you know.

Could I ask one more question? I want to get to Amtrak, which
we love in New Mexico. You know, all the Boy Scouts, whenever
you run into Boy Scouts around the country, they’re headed to New
Mexico on Amtrak to go to the Philmont Ranch, premier area to
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go. So we want to make sure that Amtrak continues running. And,
as you know, New Mexico, Kansas, and Colorado have worked to-
gether successfully to get TIGER grants that help support track
safety improvements for the Southwest Chief line. Do you agree
with me that rail projects should continue to be eligible for TIGER
grant support?

Mr. MOORMAN. Well, absolutely. And I think that the model you
cite is a classic example of communities and states understanding
the importance and desirability of passenger rail transportation.
We see that in a lot of other parts of the country as well. So I cer-
tainly agree that the accessibility of TIGER grants is an important
tool for them to use.

Senator UDALL. Great. Thank you very much.

Thank you, Madam Chair, for your courtesy.

The CHAIRMAN. Thank you.

Senator UDALL. I really appreciate it. Take care.

The CHAIRMAN. Thank you, Senator.

Senator Duckworth.

STATEMENT OF HON. TAMMY DUCKWORTH,
U.S. SENATOR FROM ILLINOIS

Senator DUCKWORTH. Thank you, Madam Chair, and thank you
to the Ranking Member, for convening this important hearing on
the Nation’s multimodal transportation system. You know, the peo-
ple of Illinois sent me here with a clear message: Americans are
ready, willing, and eager to rebuild our Nation’s infrastructure.

Whenever I travel across Illinois, whatever else is happening
that’s dysfunctional in this country, one of the things that unites
people, whether I go into a rural community or an urban center,
is an agreement that we need to finally come together and work
to modernize our country’s aging roads, railways, and bridges.

It doesn’t matter where I go, whether I am in El Paso, Illinois,
or whether I am in Chicago, Illinois, people are deeply concerned.
They’re ready for us to place a big bet on America, and they want
to invest in American workers and American companies as part of
a multiyear rebuilding effort for our infrastructure using American
workers, using American steel in particular.

Mr. Rose, as BNSF knows well, any serious efforts to upgrade
our Nation’s freight rail system must prioritize Illinois. Our great
state is proud to be home to more than 9,000 miles of railroad
tracks and the 41 railroads that travel on them. Chicago is the
busiest rail hub in America, and East St. Louis is another major
rail center. Millions of tons of freight rail travel across Illinois
every single year. And, in fact, we're almost like the arteries in
your body when it comes to the railroad, and if you just have one
artery that gets clogged, the entire Nation does suffer.

I'll give you an example. Right now, today, a train can ship
freight from Los Angeles to Chicago in under 48 hours, closer to
about 35 hours, but it takes that same train 30 hours just to get
from one side of Chicago to the other. And that reverberates up
and down the supply chain.

So, Mr. Rose, would you agree with me that this status quo must
be improved and upgrades increasing rail capacity and reliability
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to combat congestion in Illinois would both improve supply chain
efficiency and strengthen our entire economy?

Mr. ROSE. Senator, when we think about Chicago, it really is the
textbook example of a project of national significance. All freight
railroads, six of the seven big-class ones, touch Chicago, Amtrak,
Metra, hundreds and hundreds of passenger trains. And we agree
with you about Chicago really being at the epicenter of the entire
freight railroad network. We have looked at it over the years. I will
tell you I share many of your frustrations.

There is a significant effort, as you know, CREATE. It has made
progress for improving the connectedness of the freight rails. The
next stage of it is additional funding. Projects like the 75th Street
overpass we know are vitally important to the passenger commuter
side of Chicago. We will continue to be supportive in those efforts.
But if we were going to place one big bet on a project of national
significance for the freight railroad industry, it would come back to
Chicago.

Senator DUCKWORTH. Thank you. I thank you for highlighting
CREATE. Could you describe a little bit, just take a moment to de-
scribe, how the FASTLANE grant for this vital project and—well,
FASTLANE grants for both the 75th Corridor Improvement
Project, as well as the Merchants Bridge project, would be abso-
lutely vital to the transportation of goods and services as you were
mentioning?

Mr. ROSE. Yes. So, again, I think that the FASTLANE program
has great bones. It’s going to need more funding for the first time,
multimodal projects, intermodal projects. The Merchants Bridge is
a great example of where that money could be applied to that,
lower the financing costs of that. Chicago, CREATE, a lot of
multimodal projects in Chicago that would be eligible for
FASTLANE.

So we’re real excited about the program. I know it’s going to
come under funding constraints, but, again, I said earlier, I think
for the first time ever what you all have done is by really high-
lighting the necessity of a freight program and having those freight
plans, will give people a better pathway to justify the funding that
you all will eventually have to come up with.

Senator DUCKWORTH. Thank you.

Mr. Moorman, do you want to talk a little bit about Amtrak’s
role in this? Because as the Merchants Bridge is concerned, Am-
trak also goes over that bridge and I believe has agreed that we
need to really prioritize the improvements there.

Mr. MOORMAN. We have. We have a very strong interest obvi-
ously in the Merchants Bridge and in the Chicago area as well.
Amtrak is a participant in CREATE and certainly has stepped up
I think to support all of the freight industry in Metra, in the 75th
Street project, the application for the grant there.

Anything, as I've said before, anything that improves the rail in-
frastructure of this country in those places where Amtrak operates
is something that we strongly support and believe in and want to
work with you and the Congress as well as our partners in the
freight industry to further those initiatives.

Senator DUCKWORTH. Thank you. Thank you, Mr. Rose.

Thank you, Madam Chair.
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The CHAIRMAN. Thank you.

Senator Booker.

Senator BOOKER. Thank you very much, Chairman.

Mr. Moorman, you heard me in my opening comments talk about
the Gateway chokehold, and obviously we have two tunnels there,
about 107 years old, that probably, given on whose estimates you
look at, have 10 to 15 years left in life. The last Congress, the ad-
ministration ranked that as like the number one infrastructure ur-
gency in the United States of America. What’s going to happen if
the Federal Government doesn’t continue what we've seen in the
last Congress and really step up to partner on the project?

Mr. MOORMAN. Well, we're already seeing increased reliability
issues through the tunnels, primarily are driven largely by the re-
cent flooding of Hurricane Sandy, which flooded not only the two
tunnels under the Hudson, but the four tunnels under the East
River, and they are creating lots of electrical problems, signal prob-
lems. Those problems will just continue to get worse. And at some
point, if it’s 10 years or 15 years, we'll have to shut one of them
down.

Senator BOOKER. And what’s the economic impact of shutting one
of those tunnels?

Mr. MOORMAN. Well, it’s extraordinarily difficult to calculate. If
you look at our peak service through those tunnels in the morning
and the evening, we put about 24 trains an hour through them.

Senator BOOKER. You’re moving literally hundreds of thousands
of people a day.

Mr. MOORMAN. Absolutely. There are several hundred thousand
people a day. Once one tunnel goes out, and it would go out for well
over a year to rebuild, you're down to six trains an hour, and it
would be nonfunctional.

Senator BOOKER. Am I overly dramatic to say you would have a
traffic “Armageddon” in that region?

Mr. MOORMAN. You would. No, I don’t think it’s overdramatic. It
would freeze that side of the river I think in terms of people getting
in and out of the city.

Senator BOOKER. Yes. So I'm a little frustrated because I think
that in the beginning of your remarks, you talked about bringing
business sense and practices, and I really just—I'm excited about
your leadership with that.

But one of the biggest problems it seems is that your funding is
not in any way regular or reliable and it’s not a part of the overall
Transportation Trust Fund. Could you address the challenges that
that brings to the way you’re trying to run this Amtrak like a busi-
ness?

Mr. MOORMAN. Well, it obviously creates a lot of problems. Now,
but one thing let me applaud the Committee for is that the FAST
Act, under the provisions of the FAST Act, the authorization is at
least for a known amount of money over the next few years, so we
can make better plans as a result. The only issue with that is that
while that’s sufficient to keep the network certainly operating and
to do some modest improvements, these major projects that you're
describing are far beyond the funding that’s committed to Amtrak,
and that’s where my real concern comes in about the Northeast
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corridor and about the long-term needs we have in terms of loco-
motives and rolling stock. So

Senator BOOKER. Mr. Moorman, I hate to interrupt you, but any-
time you want to applaud this subcommittee, you should go right
ahead and do it, literally or figuratively.

[Laughter.]

Senator BOOKER. Just for the Committee as a whole—and, Mr.
Gurd, I really feel bad, like you have not been grilled sufficiently
in this hearing, and so I'm going to allow you to answer this as
well—direct government investment in infrastructure, a lot of talk
about infrastructure by our President and by Congress.

I believe that you need to have a direct investment by govern-
ment in addition to like we did through the FAST Act, making the
RRIF program and other loan programs.

How do you feel about direct government investment? Is that
nec‘)essary in terms of the economic growth strategy for our coun-
try?

Mr. Gurd?

Mr. GURD. Thank you.

Senator BOOKER. Yes, sir.

Mr. GURD. I would say so, yes. With regards to infrastructure
and our ability to be able to ship products to our customers, every
day customers are continuing to get more demanding in what they
need, when they need it, and our ability to connect with our car-
riers. Our ability to make sure that we get products to get products
to our customers safely and on time when they require them is
something that is very important to us and our ability to be com-
petitive. And being able to have the infrastructure in place in order
to make sure that that happens as it comes outside of our fence
line is extremely important.

Senator BOOKER. So you would be in support of direct govern-
ment spending on infrastructure?

Mr. GURD. Yes.

Senator BOOKER. And, Dr. Lofgren, the man with more degrees
than the month of July, sir, yes or no, when an infrastructure
package comes down, would you like to see a big robust part of that
being direct government spending?

Dr. LOFGREN. Yes, I would.

Senator BOOKER. And, Mr. Rose, by any other name?

[Laughter.]

Mr. ROSE. Yes, so if you think about our nation’s infrastructure,
it’s really a weapon of competitiveness for the U.S. worker.

Senator BOOKER. I love that, a weapon of competitiveness.

Mr. ROSE. Yes. And investments in this network are going to en-
able that worker to be more competitive. I'm fine with direct gov-
ernment investments with the caveat that we don’t change the bal-
ance of modal equity. OK? What you should want—I'm sorry, I in-
terrupted.

Senator BOOKER. No, I was just saying modal equity meaning?

Mr. RoOSE. Between the highway and the railroads. OK? We pay
for 100—99.3 percent of our own infrastructure in the railroad in-
dustry, and clearly I hope I've made the point today, what you
should want is for the next ton of freight that’s moved on the sur-
face of this network in this country, that somehow it gets off the
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highway and gets put to the railroad industry because of our effi-
ciency, our environmental impact, and the fact that then you don’t
have to pay for that next road pavement on that highway system.

And if we lose the economic tilt, if you will, of how these net-
works are funded—and I'll say Chris has been—he has advocated
that the trucking industry needs to pay their fair share, and as
long as we go down that pathway and that the trucks continue to
pay for their use of the highway network, it’s great.

If we just move away from this user pay system and end up
where all the money that goes into the Highway Trust Fund is paid
through general revenues or some of the creative things that had
to get passed in this last bill, then what will happen over time, be-
cause you’ll be subsidizing the railroad’s largest competitor, and
our largest customer, and what will happen over time is that you’ll
get more and more trucks to the highway network, and I don’t
think that that’s what anybody in this town wants.

Senator BOOKER. No, sir. I appreciate that. And I want the
record to show that as I looked at Dr. Lofgren’s face, that he took
no umbrage to that comment whatsoever, none.

OK. And I am over my time. I only have one more sort of ques-
tion for us, but I've learned to defer to my senior Senator and the
chairperson of this committee.

The CHAIRMAN. No, go ahead.

Senator BOOKER. Go ahead. OK.

So I just want to say first of all that, Mr. Rose and Dr. Lofgren,
you guys are really leaders, amongst the leaders, in industry when
it comes to safety issues, and I'm just grateful for the commitment
you both have made, Mr. Rose, you all are ahead of schedule in
your industry for putting in Positive Train Control, and I'm really
grateful for the sincere effort you all are making to meet the Con-
gressional mandates, but also, as you said in your testimony ear-
lier, that it’s not a be-all and end-all to train safety, and you all
are innovating in ways to find other ways to ensure safety, and
that means I speak at least as one Senator that really appreciates
that work.

Dr. Lofgren, the same thing goes for you all. You know that I'm
a guy that has been harping on truck safety, you may have heard
that, sir, but I just want to say that you and your company, really
again, amongst industry leaders and what you’re doing to try to
lead in safety innovations and technology, and I'm one Senator, I
just want to say publicly, I am deeply appreciative of the work that
you all do. I know how seriously your company takes it. So I really
want to have that on the record.

I do, though, just have the concern, Dr. Lofgren, if I can focus,
on what the trend is out on our highways. And, again, the prelimi-
nary data that’s come from the National Safety Council released in
a report found that these preliminary estimates, as many as 40,000
people died just last year in vehicle crashes, it’s yet another year
where we're seeing a 6 percent increase over 2015 and a 14 percent
increase over 2014. That’s a 2-year increase, the most dramatic 2-
year increase in 50 years.

And I say that to say—and I talk to truckers now all the time
and they rightfully point out that cars act whacky around trucks
and often are the ones causing the so-called truck accidents. So I
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don’t want to pin this on the trucking industry, the level of carnage
we’re having on our highways, but, as someone who I afford a lot
of respect to because I know how seriously you take this, could you
just give me just some thoughts that you have about, how can we
deal with what I think is a major crisis, one of the leading causes
of death in our country, destroying so many families?

I'm wondering if you have some thoughts and input and advice.
That’s really my last request, my last question here, if you could
just sort of talk to me specifically about what your industry could
be doing or should be doing to make us more safe out there, be-
cause the gravity of the carnage and injury and loss of life, loss of
property, is just stunning.

Dr. LOFGREN. Do you want me to answer?

Senator BOOKER. Yes, sir. I'm done.

Dr. LoFGREN. OK. You are right. With forward-facing cameras,
some of the video that we can show you of behaviors of the motor-
ing public, you would think we had maybe created a comedy. It’s
not comedy, but the reality is, is that if you look at vehicle miles
traveled on the road today, the real growth is in passenger vehicles
versus trucks. That’s not to say that we haven’t at times really
messed things up and very, very horrific things have happened.

What I find interesting, as we think about putting in regulations,
the reality is, is if you look at the dramatic improvement in rear-
end accidents that we’ve had at the company since we have put the
OnGuard technology in, it speaks for itself. The reality is, is that
there is no requirement that a truck coming off the manufacturing
line today, Class 8 vehicle, have that equipment on it as standard.

So when you look at some things where you say there are regula-
tions that could have massive impact, the reality is, is that you
cannot reverse engineer that back into a piece of equipment, it has
to be a new vehicle.

So I think some of the things like that, I mean, there are regula-
tions that I don’t think are productive that we operate under in the
industry, that would be one that there is so much evidence to say
this needs to be a part of what is coming on and hauling freight
today.

So I think there are things that are going to emerge over time
where there ought to be incentives to get people to do that and to
invest the incremental money because of the paybacks. So that
would be one area where I think there is opportunity.

Senator BOOKER. So let me just say thank you because the data
in your testimony was stunning about the rear crash, and that you
all are doing that, not as an industry mandate, but——

Dr. LOFGREN. And there are others of our competitors who are
doing it as well, so I don’t want to stand up and say we’re the only
ones.

Senator BOOKER. But now at the risk of being kicked by my
Chairperson here, I do want to note for the record that an industry
leader just called for some more regulation. Thank you very much.

[Laughter.]

Dr. LOFGREN. The right regulation.

Senator BOOKER. The right.

The CHAIRMAN. Thank you, Senator Booker.
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And I would like to thank the panel for being here today. I think
this has been an important hearing where we talk about moving
people and moving freight, seeing our economy grow, provide jobs.
We move America, but as you can tell from the questioning, there
are differing views on how we’re going to do that. And we need, I
believe, to look outside the box.

Earlier—I'm going to go on since the Ranking Member went on
for a while.

[Laughter.]

The CHAIRMAN. I think earlier we heard about the issues we
have with the fuel tax. It is not sustainable. I would propose to you
that it hurts lower income people. It, in many cases, can limit job
opportunities. But as we move to new technologies, a fuel tax is not
going to grow our transportation system, in my opinion.

So I think it is important that we look outside the box. And I
thank you, Dr. Lofgren, for being willing to step up and assume
more of the cost of roads, but that’s hard for a trucker who has one
truck and is trying to take care of his family. I heard that when
I was in New Hampshire. There are many small truckers in that
state, and they were worried about it.

I come from a state that has small truckers, but also has a num-
ber of very, very big companies, and I have always appreciated the
support of truckers when I am trying to work on financing for in-
frastructure at the State level and now at the level here that we're
looking at nationally. So I thank you as we move our freight.

Mr. Gurd, I appreciate the consideration that you have to give
for transporting materials that are needed for our economy but are
also difficult to transport, and you do that with care and you do
that with a sense of responsibility to your drivers, to the public, to
our country. So I thank you.

And, Mr. Moorman, when you are moving people in this country,
especially in the Northeast Corridor, where my Ranking Member,
he just wants more and more and more——

[Laughter.]

The CHAIRMAN—but we do appreciate the services that you pro-
vide as well. And I think there should be a way that we can pro-
vide for the needs that you face in a creative way in the future.

And, Mr. Rose, I know that Ted Cruz claims you in Texas, but
we claim Burlington in Nebraska. I have family ties to Burlington.
As T think if you go back far enough to the people in Nebraska,
somewhere in our history, our family history, there is a connection
to a railroad. You folks have grown and built this country.

So I thank you all for being here today. I appreciate it.

The hearing record will remain open for 2 weeks, and during this
time, Senators are asked to submit any questions for the record.
Upon receipt, I would ask the witnesses to please submit your writ-
ten answers to the Committee as soon as possible.

With that, I thank you all, and the hearing is adjourned.

[Whereupon, at 4:22 p.m., the hearing was adjourned.]



APPENDIX

RESPONSE TO WRITTEN QUESTIONS SUBMITTED BY HON. DEB FISCHER TO
MATTHEW K. ROSE

Question 1. Mr. Rose in your testimonies you each discussed reforms in the FAST
Act that streamlined the environmental review process and removed some of the red
tape on routine infrastructure and asset maintenance. Would you please elaborate
on the types of challenges your railroads face when attempting to build or improve
its infrastructure? Are there ways that Congress can improve on the work within
the FAST Act?

Answer. Congress has recognized the difficulty of project permitting, including
projects related to railroad operations, which the rail industry appreciates. There
are areas where additional Congressional action would be helpful, in both the rail-
road-specific context and in ways that benefit all permitted projects. Congressional
oversight of the implementation of items that Congress has already addressed is
also important.

As noted in my testimony over the past few years, facility expansion on the West
Coast for both BNSF and our customers has been severely challenged by the regu-
latory process and environmental advocacy groups opposed to facility construction.
In some cases, local permitting processes are used as a means to target and prevent
interstate transportation, particularly of fossil fuels. Under the Interstate Commerce
Commission Termination Act (ICCTA), many state or local regulations are pre-
empted with respect to rail transportation—including zoning and land use regula-
tion, construction and environmental permitting of rail facilities and regulation of
railroad operations. When it comes to interstate commerce, Federal agencies, includ-
ing the STB, must not be reluctant to intervene and provide clear direction that
using such regulations to block these projects is preempted. Strong direction from
Congress could ensure that important rail projects are not shelved or abandoned al-
together, and that the flow of interstate commerce is not impeded.

An area of needed reform common to many projects, including railroad projects,
relates to reviews under the Endangered Species Act. In some cases both the U.S.
Fish and Wildlife Service (USFWS) and the National Marine Fisheries Service must
be consulted before a permit or clearance can be issued. Neither agency has a
speedy consultation process. It is imperative that Congress consider time limits
after which, if the Service cannot articulate an adverse impact on a species that is
likely to occur from the project, then the project is deemed “not likely to have an
adverse effect” by the Service under the Endangered Species Act. Many times, par-
ticularly for most fish species, the Service knows the appropriate time windows
when work should and should not proceed, and knows the best management prac-
tices that will protect the species of concern. However, instead of promulgating regu-
lations or agreements that would streamline projects that agree to use the standard
fish windows and best management practices, the Services go through long, labo-
rious processes to recommend the same windows and practices. In some cases, we
have seen the Services use this process to make comments regarding the lead agen-
cy’s scope of review under NEPA

Lengthy consultations between Federal agencies are also a challenge under sec-
tion 404 of the Clean Water Act. The process for the U.S. Army Corps of Engineers
(USACE) to initiate a consultation with the USFWS to examine impacts to fish and
wildlife needs to be streamlined and expedited. There should be a hard deadline for
the USACE to initiate the consultation process.

When it comes to mitigating environmental impacts of projects, we concur with
the USACE that mitigation banks and in-lieu fee programs are usually the right
answer from an environmental standpoint. However, the process that allows a per-
son or group to create a mitigation bank is overly burdensome. There are some wa-
tersheds where no banks are available, and this is at least in part because of the
onerous, years long process that must be undertaken before a bank can sell credits.
Congress should encourage the USACE to study its process and streamline it to the
maximum extent practicable for both public and private mitigation banks.

(55)
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Congress can make additional improvements to the FAST Act to ensure the timely
delivery of much needed infrastructure projects.

e Statutorily prioritize project permitting for international commerce.

o Review the scope of state implementation of Federal statutes to ensure consist-
ency with Federal regulators for projects in interstate commerce.

e Expand Federal Communications Commission regulatory streamlining to expe-
dite the deployment of technologies that improve safety and efficiency in the
railroad industry.

e Expand FAST-41 to railroad projects.

© The FAST Act (under Title 41 or “FAST-41”) creates a new initiative to expe-
dite permitting and environmental review for complex infrastructure projects.
The FAST-41 provisions make fundamental changes in project delivery by
setting timetables for review which can be modified under limited cir-
cumstances, creating accountability through performance metrics, and lim-
iting judicial review. Unfortunately there are a number of limitations on
projects that are covered under FAST—41, including rail projects. Rail projects
are increasingly complex, with multiple agency reviews and uncertain
timelines. The benefits of this new permitting structure should also include
large rail projects.

e Require that permitting authorities at all levels of government use technology
for streamlining.

e Public and Private Geographic Information System tools are widely available
and make relevant, scientific, environmental, cultural and other data easily ac-
cessible to facilitate project siting. Congress should statutorily prioritize the use
of GIS tools for NEPA analysis instead of costly on-the-ground studies to help
reach conclusions in a timely manner.

Congress should exercise careful oversight of the FAST Act rail project delivery/
permit reform provisions to ensure they are implemented in a fashion to deliver
their intended efficiency benefits. As I covered in my testimony, the FAST Act di-
rects the U.S. DOT to apply, to the extent feasible, previously enacted highway-re-
lated environmental streamlining to railroad projects. The rail industry stands
ready to work with the Department to determine how best to apply these roadway
project efficiencies to railroad and intermodal projects. The FAST Act also mandates
that the DOT, in consultation with the Advisory Council on Historic Preservation
(ACHP), establish a Section 106 exemption for railroads rights-of-way consistent
with the exemption currently in place for the Nation’s Interstate system. At the
time of transition to the new Administration, the Department had not completed ac-
tion on a draft proposal for submittal to the ACHP. The Department had also began
but did not conclude the process called for in the FAST Act to survey the Federal
Railroad Administration’s use of NEPA categorical exclusions and a rulemaking for
new exclusions to facilitate rail projects. Finally, the Act exempts from Section 4(f)
review the use of railroad and rail transit lines that are in use or that were histori-
cally used for the transportation of goods or passengers.

Question 2. Mr. Rose, in your written testimony, you mentioned that FRA data
indicates a drop in employee injuries by a remarkable 80 percent from 1980. At
BNSF, what would you say are the major elements of this drastic increase in safety
on our Nation’s railroads? And, as a follow up, how is technology and innovation
enhancing safety on our Nation’s railroads?

Answer. Government data shows that for the freight rail industry, the train acci-
dent rate has fallen 43 percent since 2000 and 79 percent since 1980, and the rail
employee injury rate has fallen 46 percent since 2000 and 83 percent since 1980.
Continued robust investment in infrastructure has played a direct role in this suc-
cess, along with the deployment of technology and safe operating practices, which
involve rules compliance and a commitment to safety by our employees. According
to the Association of American Railroads (AAR), the industry has spent on average
close to $25 billion annually over the last five years and a total of $600 billion since
1980. Since 2000, BNSF has invested more than $55 billion in its network, and our
infrastructure is in the best shape it has ever been to meet customer needs and op-
erate safely.

While railroading has become extremely safe, it remains a very unforgiving envi-
ronment. The scope and complexity of the Nation’s rail operations, operating over
a 140,000 mile outdoor production line, means that infrastructure and equipment
will sometimes fail or that human error can occur. In response, BNSF employs a
broad-based risk reduction framework to reduce risk in all aspects of our operations.
Infrastructure investment, intense focus on fostering a safety “Culture of Commit-
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ment”, along with risk countermeasures including a combination of critical safety
processes and technology, have produced tremendous safety results. Our vision and
ultimate goal is to operate completely accident and injury free and so we recognize
and are committed to the fact that there is more work to be done.

BNSF recognizes that effective safety programs include the engagement of every
employee. BNSF’s employee safety training initiative, “Approaching Others About
Safety,” (AOAS) is a training program for all BNSF employees that focuses on con-
fident and effective peer interaction. AOAS launched in 2013 and is the single larg-
est training program BNSF has ever undertaken. The idea is simple: If you care
about someone, you’ll approach them when you see them working safely and let
them know. At the same time, if you see them putting themselves at risk, you will
approach them and recommend a safer way. AOAS was created with the involve-
ment of many BNSF employees, including focus groups with union employees within
our Transportation, Mechanical, Engineering, Intermodal and Telecom groups. The
program encourages attention to behaviors that, when done safely, reduce the level
of risk. Training focuses on the exposures that result in 97 percent of injuries, spe-
cifically the critical or primary exposure areas, including: line of fire/release of en-
ergy, pinch points, ascending/descending, walking/path of travel, and life-saving
pri)cesses. We believe Approaching Others has fundamentally changed our safety
culture.

Technology continues to play an important and growing role in improving safety.
BNSF and the freight rail industry deploy a range of safety technologies and oper-
ational innovations across the North American rail network, a considerable amount
of which was developed in cooperation with the Transportation Technology Center,
Inc. (TTCI) in Pueblo CO, and in coordination with the FRA and backed by support
from the U.S. Congress. These technologies include:

o Wayside detectors that identify defects on passing rail cars
o Wheel profile monitors which use lasers and optics to capture images of wheels

e Wheel Impact Load Detectors (WILD), which measure vertical wheel forces on
the rail. Algorithms help identify wheels that have experienced a recent trau-
matic event and wheels with low-level long-term defects that could negatively
affect the bearing or wheel life and rail health over time.

e Trackside detector systems that use “acoustic signatures” to evaluate the sound
of internal wheel bearings

o Wheel temperature detectors, using infrared technology, to identify wheel bear-
ing fatigue

e Rail inspection systems using induction or ultrasonic technology to detect inter-
nal flaws in the rail

e Track geometry vehicles that use sophisticated electronic and optical instru-
ments and ground-penetrating radar to monitor all aspects of our track infra-
structure

e Machine Visioning systems which use camera-based technology to identify de-
fects like worn truck components, worn brake shoes and missing bolts in the
coupler carrier plate. These systems can identify defects of equipment in motion
at over 70 mph, day or night, rain or shine.

e BNSF is also now in its third year of piloting Unmanned Aircraft Systems
(UAS)—drones—for visual right of way and supplemental track inspections in
a variety of conditions. We are one of three companies partnering in the FAA
Eathﬁnder Program which will allow BNSF to perform extended track integrity

ights.

e Positive Train Control (PTC) is an unprecedented “system of systems,” bringing
together advanced analytics, wireless communications networks, GPS, trackside
and locomotive hardware and software and a back office computer system.
BNSF is committed to the technology and will ultimately invest more than $2
billion to deploy it, which will be important to help prevent the extremely rare
but potentially catastrophic human error-caused accidents, like head-on colli-
sions.

The future potential for technology’s role in improving safety remains tremendous
provided we have a regulatory environment that encourages innovation. Policy mak-
ers and the FRA should support movement toward a more balanced, collaborative
and transparent approach to a performance-based regulatory paradigm, one that fo-
cuses on safety outcomes and not necessarily the specific means by which to achieve
them. The old “command and control” paradigm simply cannot keep up and doesn’t
make sense in the modern and rapidly evolving world of technology and data ana-
lytics. The rail industry will continue to innovate to support our culture of safety
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and sound operating practices—ensuring railroads can continue to earn the reve-
nues necessary to invest adequately in infrastructure, maintenance and technology
will be one of the most significant things that Congress can do.

Question 3. As we enter into a new administration and a new Congress, how can
we improve the regulatory process at agencies to move towards outcome, or perform-
ance-based regulations with better data? As you are aware, in the FAST Act, I au-
thored measures to reform the Federal Motor Carrier Safety Administration to en-
sure more participation and a stronger cost-benefit analysis. Are there specific
changes you would hope to see across the DOT to improve the regulatory process?

Answer. My written testimony outlined near-, mid- and long-term improvements
that Congress, the Administrator and railroad safety stakeholders should consider.
While the underlying framework of regulations between the FMCSA and the FRA
are different, the regulatory process improvements in the FAST Act informed as-
pects of those recommendations.

Neither Congress nor the FRA has taken a comprehensive look at the cumulative
impact and effectiveness of the body of railroad safety regulation, or how safety and
operating technology can be incentivized by regulatory processes. In particular, mov-
ing towards measuring outcomes, rather than activities, guided by better data would
represent a change not only for railroads, but for regulators. Moving to more data
driven oversight of outcomes does present certain risks for rail carriers, if not imple-
mented cooperatively and if data is not adequately protected.

Many other industries in this country and across the globe now participate in the
performance based regulatory model. The foundation of this model is a mature in-
dustry with a good safety record and appropriate incentives to be safe, like adequate
returns and the ability to easily implement technologies. There are a multitude of
internal and external incentives for railroads to operate safely.

We believe that the cost and efficiency of regulatory compliance can be improved,
and that the safety gains we have achieved can be enhanced. That is always our
goal; it is part of our corporate vision and drives how we operate. We look forward
to working with the Committee on the details of its proposals, and thank you for
opening the discussion.

RESPONSE TO WRITTEN QUESTIONS SUBMITTED BY HON. MARIA CANTWELL TO
MATTHEW K. ROSE

Question 1. Support for Freight Funding

e Should there be robust Federal freight investment in a future infrastructure
package?

e Do you support lifting the current $500 million cap on multimodal projects in
the FASTLANE program?

o How have state freight plans and the National Freight Plan guided BSNF’s cap-
ital investment decisions?

Answer. The Fixing America’s Surface Transportation (FAST) Act is an important
step in developing a national freight policy structure, and can serve as a good tem-
plate to build upon for any additional infrastructure legislation that Congress might
consider in the future. With one exception—it continues the regular and sizable in-
fusion of General Funds into the Highway Trust Fund (HTF). This cannot continue
in the future because it not only puts necessary transportation investments in budg-
et competition with many other Federal funding priorities, it represents a national
freight policy of subsidizing one mode over another and incentivizing the very road
and bridge damage that Congress struggles to find the funding to mitigate.

Job one of a Federal highway program is to reinvest in the maintenance of the
existing system and bring it to a state of good repair. Basic maintenance and oper-
ations of key infrastructure are critical to capacity and fluidity. Congress, the Ad-
ministration and the users of the highway network need to be working aggressively
now to strengthen the user based foundation of the HTF. This key principle has ex-
perienced significant erosion as HTF revenues have failed to keep up with invest-
ment needs and have been supplemented with general taxpayer dollars and other
non-traditional funding sources.

Fortunately, the FAST Act contained provisions for demonstrating alternatives to
the gas tax in a number of states and there are pilot programs underway. However,
as the U.S. Department of Transportation (DOT) and states oversee how the private
sector develops automated vehicle development and testing, driver assisted trucks
and platooning, and even the requirement to maintain electronic logs for trucking
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fleets, they should explore how these technologies will contribute to a future with
sustainable, user derived fees for maintaining the highways.

One of the most notable elements of the FAST Act is the “Fostering Advance-
ments in Shipping and Transportation for the Long-term Achievement of National
Efficiencies” (FASTLANE) grant program. This program is intended to help states,
localities, and other entities overcome funding barriers to complete projects of na-
tional or regional significance. The program is funded at $800 million annually, in-
creasing to $1 billion annually by 2020. Eligible projects must be highway freight
projects on the National Highway Freight Network, highway or bridge projects on
the National Highway System (NHS), intermodal facilities or railroad grade cross-
ings, although intermodal projects are capped at a total of $500 million over the life
of the bill. It would be beneficial to the national freight system to lift the $500 mil-
lion cap on multimodal projects in the FASTLANE program, given that a significant
amount of funding is generated by the General Fund. The competitive FASTLANE
grant program should be just that, competitive. While there are a finite number of
public-private partnerships in the freight rail segment, the demand for grants is
strong as many communities seek to work with railroads to realign tracks through
or around urban areas to change development patterns, want to separate more high-
ways from rail rights-of-way or improve terminal railroads that serve key industrial
areas. These multimodal projects could help ease congestion across the U.S. and im-
prove the efficiency of our national highways. In addition, port projects are excellent
candidates for FASTLANE grants.

As Congress considers additional infrastructure-related legislation, there should
be continued eligibility and funding for the Railway-Highway Crossings Program
(“Section 130 program”)—funding that should be fully utilized by states but often
is not. Section 130 is a critically important program, and while it allows for some
funding to go towards highway-rail grade separation projects, it does not come close
to meeting the pressing needs that states and local governments have to increase
funding toward projects that separate their roadways from railroad operations. The
FAST Act prioritized grade separations in ways previous highway bills did not by
making them eligible projects across multiple funding programs. If the legislative
opportunity to assist state and local governments with additional funding for these
critical roadway investments presents itself, railroads would continue to participate
and support those projects.

Regarding state and national freight plans, BNSF believes they have been useful
in identifying, prioritizing, and positioning important freight projects that provide
substantial public and private benefits but have not traditionally fit within past
transportation funding mechanisms. These plans are critical to securing the nec-
essary public funding and benefits in cases where these important projects align
with BNSF’s interest in providing a safe, reliable, and efficient U.S. supply chain.
This influences BNSF private funding decisions in three primary ways:

e Allows BNSF to plan and commit its private funding commensurate with its
benefit in projects that also have public benefits and public funding (PPPs),
such as Tower 55 in Fort Worth, Texas, the Willmar Wye project in Willmar,
Minnesota, or Sound Transit projects in Washington State.

e Provides funding for public infrastructure which enables BNSF to unlock latent
capacity or justify investment in parallel projects, such as intermodal connectors
and collectors. This also encourages BNSF (and our customers) to make invest-
ments in intermodal facilities or warehouses dependent on those roadways, such
as the investments in the roadways and highways around BNSF’s Logistics
Park, Kansas City in Edgerton, Kansas.

e Providing funding for ports, industrial parks, and other major freight demand
generators drives BNSF’s investment decisions which support network capacity
and performance to serve those facilities.

Question 2. Port of Quincy

e Why has BNSF not renewed service at the Port of Quincy for refrigerated cars?

e Will you commit to working with the Port of Quincy to restore cold train serv-
ice?

Answer. BNSF is always looking for ways to be responsive to market demands
and bring innovative rail solutions to our customers that make economic sense for
us and our customers. We are always open to working with the Port of Quincy or
any other port or customer to explore new market opportunities and provide service
products that are in demand in the marketplace.
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Question 3. Port of Bingen

o Why does BNSF believe that these grade crossings need to be closed?
e Has BNSF worked to understand the Port of Klickitat?
e Will you commit to ongoing discussion with Bingen to resolve this issue?

Answer. BNSF is engaged with Washington’s Department of Transportation
(WSDOT) as it looks to provide a grade separation to support access to the Port of
Klickitat and Bingen Point. WSDOT believes an improved rail crossing will reduce
potential backups on SR 14 while increasing mobility and safety in order to support
future economic growth in the area. BNSF remains engaged with stakeholders in-
cluding the Port of Klickitat and the City of Bingen at regular project development
meetings and has offered to meet separately with the Port.

Question 4. Short-Line Railroads

e How will investment in last-mile projects benefit short-line railroads?

e How can freight investment be combined with the short-line tax credit to better
improve freight infrastructure?

Answer. BNSF connects with approximately 200 shortlines who perform local and
gathering activities (first-mile/last mile) for BNSF. In 2016, shortlines originated or
terminated about one third of BNSF’s agriculture and industrial products traffic.
Shortline investments improve safety and service to our mutual customers and sup-
ports growth with existing and new customers.

The Shortline Tax Credit leverages private sector investment in rail infrastruc-
ture by providing a tax credit of 50 cents for every dollar spent on track improve-
ments. The tax credits help shortlines make necessary investments in their infra-
structure, ensuring these lines will continue to provide service to our shared cus-
tomers.

Question 5. Viability of West Coast Ports. According to a recent article in the Jour-
nal of Commerce, West Coast ports’ market share of Asian import cargo has de-
clined from 78.3 percent in 2005 to a new low of 67 percent last year, a reduction
of 12 percent. Additionally, the article goes on to say that the increasing intermodal
riilil rates we are seeing are the single biggest reason for this decline in market
share.

As a stakeholder and an important service provider for the Pacific Northwest
trade gateway—and one that has the ability and flexibility to set prices—what are
your plans for ensuring its viability as far as the cost of your product is concerned?

Answer. A fair and comprehensive review of what considerations determine ship-
pers’ corridor and gateway utilization would include multiple factors such as com-
modity, time and distance to port and inland markets, capacity, port capabilities
and perceived reliability. Rail cost is merely one component of the total cost of doing
business through a particular port. Some perceived advantages in the Canadian
supply chain include greater labor stability, strategic terminal expansions, a robust
defense of industrial land to serve the global market, no Harbor Maintenance Taxes
and alignment in support of serving Canada’s product and commodity spectrum at
the Federal, Provincial, and Local levels.

2015 was a pivotal year for U.S. Cargo diversions due to the cumulative effect of
U.S. West Coast port congestion resulting in severe disruption and financial harm
to shippers’ supply chains. All major U.S. West Coast container ports contributed
to the disruption. At one point in 2015, there were forty one ships anchored off the
coast of Los Angeles, Long Beach, Oakland and the ports of Seattle and Tacoma.
Although the congestion has improved, the long-term effect to the supply chain—
and shippers’ diversions to mitigate risk—is still being felt today. Canadian ports
in particular have benefited by ensuring stakeholders that they can be a reliable
routing alternative.

As the largest rail intermodal provider in North America, BNSF continues to in-
vest to ensure that it offers needed capacity, service and value to its customers.
BNSF has committed to transforming and enhancing our Northern Corridor be-
tween the Pacific Northwest and Chicago into a rail superhighway, just as we have
with our Southern Transcon route between Southern California and Chicago. Since
2013, BNSF has invested more than $5 billion to maintain and expand the Northern
Corridor. We have added more than 135 miles of double track to our network with
over 1,000 miles of centralized traffic control technology and 32 new or extended sid-
ings. With this investment, we have permanently expanded the capacity of our net-
work, which we believe will contribute to maintaining the U.S. supply chain advan-
tage and supporting the Pacific Gateway Ports competitiveness.

The West Coast ports’ market share is extremely important to BNSF. We offer
our customers optionality by serving a broad Pacific gateway with multiple origin/
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destination options, thus giving customers the power and flexibility to decide where
best to direct their freight movements. We will continue to work closely with our
customers, understanding their proprietary needs and preserving their confiden-
tiality as we offer the value needed to win their business. There is robust competi-
tion in the marketplace—at each port, and between ports—and a wide range of fac-
tors driving customer decisions.

There are also challenges at West Coast Ports that must be addressed if they are
to maintain their current market share, much less grow it. A recent study entitled
“Unleashing Washington’s Maritime Potential: Identifying challenges to Port Com-
petitiveness and Recommending Solutions” released in October 2016 highlighted the
need to invest in maritime facilities in the state and the difficulty in doing so re-
lated to local land use decisions on waterfront property, related funding decisions
and difficulty in permitting port and trade related projects for which funding and
public and private support does exist. This includes local waterfront development in
the Puget Sound area which must consider potential long-term conflicts with freight
movement in the region.

We have and will continue to make investments in service innovation through line
and facility capacity expansion, technology implementation, improved service design
and by focusing on operating efficiency. Continued growth on BNSF’s Northern Tier
is essential and we have been fully committed to helping grow imports and exports
of all kinds through Washington state, but achieving growth has been difficult. We
will continue to work closely with the Washington ports, Washington DOT and other
stakeholders to understand and support how to fully utilize Washington’s gateways.

Question 6. Competition from Canadian Ports. The Canadian Government, ports
and railroads appear to be doubling down on the strategy of increasing their share
of U.S. cargo. Where before Canadian ports handled mostly Canadian cargo, today
24 percent of Vancouver’s cargo and fully two-thirds of Prince Rupert’s is bound for
or originates from the US. In recent years the ports of Seattle and Tacoma have
lost market share, associated jobs and export capacity to these Canadian ports.

e What is your perspective on the cost advantage by Canadian railroads in terms
of why they can offer lower rates and how it will affect your business strategy?

e Are you aware of incentives from the Canadian government that allows them
to charge lower rates than those in the Pacific Northwest?

Answer. The Canadian Federal and provincial governments, ports and key stake-
holders have developed an effective long-term collaboration focused on growth and
reliability, especially in advancing infrastructure and adding capacity to meet the
changing needs of the ocean container industry. For example, all three major Cana-
dian ports have extensive and expanding on-dock rail facilities. Ongoing support and
effective policies by government have made the Port of Prince Rupert and the Port
of Vancouver attractive routing alternatives to U.S. West Coast ports. There is also
alignment between interior and coastal Provinces on projects that benefit the Port
of Vancouver and Rupert as both recognize the importance of exports to the viability
of their local and national economies. This collaborative and aligned effort extends
to permitting and approvals for key projects. In Canada, the combination of a strong
effort to ensure port competitiveness between governments at all levels and key
stakeholders has created a largely stable, cost efficient and achievable environment
to attract growth. In contrast, U.S. West Coast ports have lagged in developing a
comprehensive approach that results in long-term infrastructure investments to at-
tract more volumes.

For West Coast container ports competing with Canada, the U.S. Harbor Mainte-
nance Tax creates a competitive disadvantage. Not only are ports disadvantaged be-
cause of the added cost of the tax, they receive little or no benefit from the author-
ized use of the tax. In addition, Canada has a long-standing successful national port
infrastructure and corridor program that not only assists with port development but
finds projects in the corridors connecting the ports. At BNSF, we stand ready to
work with Federal, State and local public policy makers to similarly support our
port partners.

RESPONSE TO WRITTEN QUESTION SUBMITTED BY HON. MAGGIE HASSAN TO
MATTHEW K. ROSE

Question. One area that I know has repeatedly come before this Committee and
the full Senate is the issue of increasing the size of trucks by allowing for a massive
tractor-trailers, known as Twin 33s. While these larger trucks may drive decently
on long stretches of highway in sparsely populated swaths of our country, I worry
about how they would fare travelling through busy small and medium-sized towns
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and on winding mountainous roads like the ones in New Hampshire. I want to keep
our truck drivers and travelers on the roads with them safe. Do you agree that the
industry, state, and Federal governments must meticulously study the potential im-
pacts of these larger trucks—specifically on the types of communities I've de-
scribed—before making decisions that could harm people in our communities?

Answer. BNSF agrees that the impacts of any change in truck configuration must
be studied carefully, and that direct consequences, such as pavement and bridge
damage, must be remediated as part of any such change. In addition, the long-
standing underpayment of heavier trucks must be taken into account when any con-
figuration change is considered. Regarding the safety consequences of proposed
changes to existing truck configurations, we leave that to public safety experts,
Members of Congress and the Administration to carefully consider.

RESPONSE TO WRITTEN QUESTIONS SUBMITTED BY HON. DEB FISCHER TO
DRr. CHRISTOPHER B. LOFGREN

Question 1. As we enter into a new administration and a new Congress, how can
we improve the regulatory process at agencies to move towards outcome, or perform-
ance-based regulations with better data? As you are aware, in the FAST Act, I au-
thored measures to reform the Federal Motor Carrier Safety Administration to en-
sure more participation and a stronger cost-benefit analysis. Are there specific
changes you would hope to see across the DOT to improve the regulatory process?

Answer. I would like to thank you for your leadership and dedication to ensuring
that the regulatory process engages stakeholders and relies on quality data. At
Schneider National, Inc. we depend on data every day to navigate a host of complex
logistic, strategic and tactical challenges, make business decisions, and more impor-
tantly, ensure safety in our operations.

From our experience I can confidently say that decisions (or regulations) rooted
in data, are only as good as the data upon which they rely. Therefore, I would like
to offer four key themes for you and the Committee to consider in your pursuit of
better data to guide the regulatory process.

e First, there should be increased transparency when data is presented to ensure
it is clearly understood by stakeholders, lawmakers and regulators;

e Second, stakeholders should be engaged earlier in the regulatory process since
they have the best understanding of what data is available and what assump-
tions and behaviors need to be understood when using specific data elements;

e Third, any data, research or cost-benefit analysis used by regulators should in-
clude an adequate (not selective) representation of the industry; and

e Fourth, data consistency is critical. For example, using a standard crash report
form that can be completed e by all states would allow for the gathering of crit-
ical data elements and provide for a better understanding of a rule’s impact and
benefit.

As for improving the overall regulatory process, I would like to emphasize my ear-
lier point about the importance of early engagement of stakeholders either through
advanced notice of proposed rulemakings or more use of the negotiated rulemaking
process.

Finally, I would like to encourage the Committee, Congress and regulators to ex-
plore opportunities to improve safety outside of the regulatory rulemaking process.
For example, the U.S. Department of Transportation should work with the U.S.
Treasury Department to reduce or eliminate the Federal excise tax on new tractor
and trailer equipment, such as collision mitigation technology. I believe this effort
could be accomplished within the regulatory process through administrative guid-
ance and would incent carriers to invest in the newest equipment with the most ad-
vanced safety technologies, best fuel efficiency, and most up-to-date emissions sys-
tems.

Question 2. As we enter into a new administration and a new Congress, how can
we improve the regulatory process at agencies to move towards outcome, or perform-
ance-based regulations with better data? As you are aware, in the FAST Act, I au-
thored measures to reform the Federal Motor Carrier Safety Administration to en-
sure more participation and a stronger cost-benefit analysis. Are there specific
changes you would hope to see across the DOT to improve the regulatory process?

Answer. Please see my response to Question 1.

Question 3. Many stakeholders in the trucking industry have applauded the
FMCSA’s entry-level driver training rule, which is based on consensus recommenda-
tions from stakeholders and will increase safety. Would you please talk about the
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positive aspects of this rulemaking process and how this process could be replicated
in the future at FMCSA?

Answer. While Schneider was not a member of the Committee that participated
in the entry-level driver training rulemaking process, we did follow the rule closely
and would recommend the process be replicated in the future by the Federal Motor
Carrier Safety Administration and other regulatory agencies.

Because of the benefits I noted in my response to Question 1, we support any rule-
making process in which input from the major stakeholders is gathered as early in
the process as possible. While the use of a notice of proposed rulemaking also seeks
early input from stakeholders, we believe the negotiated rulemaking process used
in the entry-level driver training rulemaking allows for a greater level of dialogue
and idea generation between stakeholders and regulators.

Specifically, the face to face meetings allow for the feedback loop to be expedited
to real-time, which is beneficial since the rulemaking process tends to be lengthy
by nature. Additionally, we appreciate that the structure guiding the process en-
sures the negotiated rulemaking committee is fair and balanced in points of view,
and that all parties are willing to negotiate in good faith to reach consensus.

Finally, the process also allows for relationships to be formed between stake-
holders and regulators, and for education to occur for all parties. Even if consensus
is not reached through the process, value is still gained by the experience.

As you look to expand the use of negotiated rulemaking, I would suggest consid-
ering the application of the process for pending rulemakings such as the Speed Lim-
iter, Obstructive Sleep Apnea and Safety Fitness Determination rules. Although
these rules are already occurring under the standard rulemaking process, we believe
the industry and regulators would benefit greatly from applying the guiding struc-
ture and principles of the negotiated process.

Question 4. One issue we have heard a lot about in the trucking industry is the
driver shortage. In your opinion, what do you believe are the major contributing fac-
tors that have led to this shortage? How is your company seeking to address this
challenge?

Answer. A key contributing factor to the driver shortage is the aging nature of
the industry’s workforce, which has resulted in more drivers retiring and leaving
the industry. Additionally, we have identified a change in workforce demographics
that also contributes to driver supply. Specifically, driving candidates now prefer to
be home weekly, or even nightly, and are willing to work jobs that provide them
with that opportunity even if it pays less. As a result, fewer driving candidates are
willing to accept jobs that require them to be away for long periods of time.

While some trucking companies may choose to combat the driver shortage by low-
ering their hiring standards, Schneider and other quality carriers are unwilling to
compromise our commitment to protecting the motoring public and remain steadfast
in our mission to find qualified drivers that meet training, safety and drug testing
standards. This makes the driver shortage more challenging for companies like ours
but we continue to be dedicated to our safety practices, such as Schneider’s hair fol-
licle drug testing program, and pursue other options for recruiting drivers that meet
our standards.

At Schneider, we are addressing the driver shortage in numerous ways, including
through the use of technology. Automated manual transmissions and safety tech-
nology, such as collision mitigation systems, make the truck easier and safer to
drive. This makes our positions more attractive to the top flight professionals who
understand that our investments make them safer. We are also continuing to im-
prove our value proposition to existing and candidate drivers by increasing pay,
changing the way we move freight to allow for more regional movements (which al-
lows drivers to be home more frequently) and enhancing our overall benefits pack-
age. Finally, we offer tuition assistance to truck driving schools for new candidates
entering the industry.

Schneider also recognizes the value of separated military personnel and the trou-
ble many of them have in finding good paying jobs when adjusting to civilian life.
We have a Military Apprenticeship program through the U.S. Department of Vet-
erans Affairs (VA), in which new Schneider drivers can earn a monthly educational
benefit from the VA in addition to their Schneider paycheck during their first year—
up to $1,266 per month. Schneider further recognizes military experience and cred-
its it toward Schneider driving experience to increase starting pay. Extended bene-
fits and differential pay is also provided if Guard or Reserve personnel are deployed
for up to 18 months and we offer guaranteed home time for weekend drill and an-
nual military training—no time off is required.
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RESPONSE TO WRITTEN QUESTIONS SUBMITTED BY HON. RICHARD BLUMENTHAL TO
DR. CHRISTOPHER B. LOFGREN

Question 1. Issue: Trucking industry support for a rule mandating speed limiters—
The faster large vehicles travel, the deadlier they can become. Large vehicles al-
ready take longer to stop than smaller passenger vehicles. And just a small increase
in speed leads to an exponentially large increase in kinetic energy, which can cause
far greater damage and destruction in a crash—especially to those traveling nearby
in much smaller, lighter passenger vehicles.

Crashes involving large vehicles kill around 4,000 people each year and injure
more than 100,000. Speeding has been identified as a possible factor in as many as
23 percent of these crashes. A vehicle with a functioning speed limiter is only half
as likely to be involved in a crash as a vehicle without an operating device.

Mr. Lofgren, your testimony notes the importance and potential of speed limiters.
I have been very supportive of the use of speed limiters and want to see the finaliza-
tion of a rule begun by President Obama to require these devices.

What safety benefits can be realized through their use? At what speed do you set
the devices your company uses?

Answer. Schneider National Inc. has supported the use of speed limiting devices
for decades and has utilized these devices within its fleet since they were first made
available by manufacturers. It is well documented that there is a strict correlation
between the speed of a truck and the severity of the injuries in a trucking accident;
accordingly, the higher the speed of the truck, the more severe the injuries. Addi-
tionally, trucks traveling at a lower speed incur less in heavy vehicle fuel. These
factors contributed greatly in Schneider’s decision to implement speed limiting de-
vices and why our company continues to utilize this equipment. These devices cur-
rently have our trucks governed at 63 mph for solo drivers and 65 mph for team
drivers (meaning that there is more than one driver present in the vehicle).

Question 2. Should all trucks operating in the U.S. be equipped with this type of
technology?

Answer. Schneider supports speed limiters on those vehicles with a gross vehicle
weight rating (GVWR) of more than 26,000 lbs. Schneider recommends not only re-
quiring speed limiting devices for newly manufactured equipment but also requiring
the technology for any vehicle currently in-use with a GVWR of more than 26,000
1bs that is equipped with an electronically controlled engine.

Question 3. You also have installed collision avoidance technology. Can you ex-
plain the importance of this technology?

Answer. A collision mitigation system (CMS) is an active technology that uses a
front bumper-mounted radar to detect slower moving or stopped vehicles ahead.
These systems can determine when a potential crash may occur and assist the driv-
er in quickly slowing down the truck. In some instances, the system works faster
than the driver is able to recognize the situation and react. This is especially impor-
tant because many motorists do not understand the size and weight of a tractor
trailer and “cut in front” and slow down without an appreciation for the true stop-
ping distance of a vehicle that is of much greater size than their own. Since begin-
ning our initial deployment of CMS on newly purchased trucks in 2012, we have
experienced a 69 percent reduction in rear-end accidents and a 95 percent reduction
in the claims costs (proxy for accident severity) associated with these accidents.

We believe the industry should be provided with an incentive to purchase this
type of technology and suggest that Congress, the Federal Motor Carrier Safety Ad-
ministration, and National Highway Traffic Safety Administration work with the
U.S. Treasury Department to reduce or eliminate the Federal excise tax on new
tractor and trailer equipment. Doing so would incent carriers to invest in the newest
equipment with the most advanced safety technologies, best fuel efficiency, and
most up-to-date emissions systems.

RESPONSE TO WRITTEN QUESTION SUBMITTED BY HON. MAGGIE HASSAN TO
DR. CHRISTOPHER B. LOFGREN

Question. One area that I know has repeatedly come before this Committee and
the full Senate is the issue of increasing the size of trucks by allowing for a massive
tractor-trailers, known as Twin 33s. While these larger trucks may drive decently
on long stretches of highway in sparsely populated swaths of our country, I worry
about how they would fare travelling through busy small and medium-sized towns
and on winding mountainous roads like the ones in New Hampshire. I want to keep
our truck drivers and travelers on the roads with them safe. Do you agree that the
industry, state, and Federal governments must meticulously study the potential im-
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pacts of these larger trucks—specifically on the types of communities I've de-
scribed—Dbefore making decisions that could harm people in our communities?

Answer. Schneider is familiar with the Twin 33 equipment, however it would not
be part of our freight hauling model. For Schneider, safety is always our top pri-
ority. With any new endeavor Schneider pursues, we believe it is prudent to evalu-
ate and ensure that allowable equipment (including size and length) is safe and
compatible with existing infrastructure. We encourage Congress to make the same
sort of evaluation for new types of equipment it considers allowing on our Nation’s
infrastructure.

RESPONSE TO WRITTEN QUESTIONS SUBMITTED BY HON. DEB FISCHER TO
Tom GURD

Question 1. As we enter into a new administration and a new Congress, how can
we improve the regulatory process at agencies to move towards outcome, or perform-
ance-based regulations with better data? As you are aware, in the FAST Act, I au-
thored measures to reform the Federal Motor Carrier Safety Administration to en-
sure more participation and a stronger cost-benefit analysis. Are there specific
changes you would hope to see across the DOT to improve the regulatory process?

Answer. Safety is Dow’s top priority. Dow is one of the largest chemical shippers
in North America. Our business model is based on the ability to ship large volumes,
long distances over land by rail. Rail is the safest, most efficient way to transport
our high volume raw materials and products.

Dow supports continuous improvement in rail safety and security within a holistic
risk management framework. This includes full consideration of operational and in-
frastructure improvements to prevent train accidents, along with tank car design.
Advancements can only be achieved with further close collaboration amongst all in-
dustry stakeholders. Continuous improvement under this framework must improve
safety to further mitigate risk to the public and the environment, without placing
unnecessarily economic and operational burdens upon industry stakeholders.

The DOT alone, not any other entity, is authorized to establish uniform national
standards for the transportation of hazardous materials, including standards for
tank cars. To this extent, Dow supports the joint shipper petition submitted to the
DOT on August 12, 2016 (Petition Number P-1678). The petition asks DOT to clar-
ify that while stakeholders may recommend changes to tank car standards for DOT
consideration, no other entity should be permitted to impose its own de facto regula-
tions on shippers and tank car owners. Any new regulations imposed on industry
stakeholders can and must be developed through an appropriate Federal rule-
making process, and supported by a sound cost-benefit analysis.

Dow supports improving the Federal Government’s use of risk assessment to
prioritize actions with the greatest potential to advance safety, and ensuring that
regulations are based on sound cost-benefit analysis. We call on DOT to implement
Office of Management and Budget guidance in these areas, and specific directions
in Executive Orders 12866 Regulatory Planning and Review and 13563 Improving
Regulation and Regulatory Review.

At the Surface Transportation Board (“STB”), it is necessary to improve the time-
liness and the effectiveness of large rail rate case review procedures. Last year, the
National Academy of Sciences’ Transportation Research Board (“TRB”) issued a re-
port, Modernizing Freight Rail Regulation, developed by an independent panel of
transportation experts and economists with input from a broad range of stake-
holders. The TRB report concluded that the STB’s rate review procedures “lack a
sound economic rationale and are unusable by most shippers.” The STB should fully
gonsider TRB’s recommendations and work on the methods to resolve large rate case

isputes.

Question 2. Mr. Gurd, in your written testimony you mentioned the advanced se-
curity and safety initiatives that Dow is undertaking. Would you further elaborate
on these emergency response programs and Dow’s coordination with DOT and local
emergency responders? How can Congress and the administration help support
these partnerships, particularly as it relates to relaying information and data and
on the ground coordination with responders?

Answer. As stated in my testimony, Dow has an extensive Risk Management Pro-
gram, but we are also committed to ensuring communities are aware and prepared
if an incident does occur. We support this commitment through TRANSCAER® and
CHEMTREC®.

TRANSCAER® (Transportation Community Awareness and Emergency Response)
is a voluntary national outreach effort that focuses on assisting communities pre-
pare for and respond to a possible hazardous material transportation incident. Since
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its inception in1986, TRANSCAER® has trained hundreds of thousands of partici-
pants, free of charge. Hundreds of training events are offered annually. In 2015,
over 50,000 participants were trained. Dow alone has trained almost 11,000 partici-
pants since 2007. We have received the TRANSCAER® National Achievement
award in the last 8 consecutive years, which is given in recognition of extraordinary
achievement by an individual person, individual company, individual organization,
or a team (of individuals, companies, or organizations) in support of the initiative.
TRANSCAER® fosters collaboration and partnerships between shippers, carriers,
communities, emergency responders, and the DOT for effective, coordinated and
timely emergency response.

In addition to the DOT partnering with TRANSCAER®, it also develops the Emer-
gency Response Guide (“ERG”) for publication every four years. The ERG is critical
for emergency responders to initiate emergency response in the event of a hazardous
material incident.

Emergency responders also have access to a wide variety of experts through
CHEMTREC® (Chemical Transportation Emergency Center) service. When an inci-
dent does take place, responders can contact CHEMTREC’s state-of-the-art, 24/7
emergency center to determine the best way to handle a wide range of chemicals
and other hazardous materials.

Dow, and on behalf of the American Chemistry Council (“ACC”), appreciates your
interest in further strengthening partnerships to support emergency response capa-
bilities. While training programs such as TRANSCAER® are available, local emer-
gency responders face a number of challenges that limit their ability to utilize these
programs. Congress and the administration should look for ways to provide further
support to communities, including:

e Resources for travel, time away and backfilling positions to attend training;

e Addressing technology constraints, such as computer equipment and high-speed
Internet access, to facilitate more robust, interactive remote online training; and

e Increased recognition and incentives for responders who attend the industry-
sponsored training.

In addition, DOT could help facilitate the development of more robust standards
for Emergency Response Information Providers (“ERIPs”) such as CHEMTREC®.
We believe that elevating the expectations on ERIPs would help ensure that emer-
gency responders receive reliable, accurate, timely information.

Question 3. You mentioned Dow’s massive supply chain with hundreds of third
party operators and providers. Would you elaborate about the impact or burden reg-
ulations can have on your supply chains?

Answer. Dow shares the DOT mission “to protect people and the environment by
advancing the safe transportation of energy and other hazardous materials that are
essential to our daily lives.” However, unnecessary regulatory burdens can have a
significant impact on our global supply chain.

Dow supports the ACC submission to the Commerce Committee for its
February 1 hearing, “A Growth Agenda: Reducing Unnecessary Regulatory Bur-
dens.” ACC identified a number of regulatory actions by the DOT that add unneces-
sary regulatory burdens without advancing safety. We would like to take this oppor-
tunity to provide two additional significant actions that have arisen since that sub-
mission.

Harmonization with the international regulatory bodies and Canada for cross-bor-
der shipments is vital to the U.S. economy and Dow’s position in the global market-
place. Dow applauds and supports the work underway under the U.S.-Canada Regu-
latory Cooperation Council. Some of this work has been completed specific to the
safe transportation of hazardous materials, and is included in DOT’s rulemaking en-
titled Harmonization with International Standards (HM-215N). The final rule pre-
publication was published in the Federal Register on January 18, 2017, but then a
week later it was withdrawn for review by the new administration. As of this re-
sponse, it is still not published in the Federal Register. This rulemaking is critical
for the uninterrupted, harmonized transportation of hazardous materials not only
across the border, but by water and air around the world.

In the rulemaking, DOT is introducing new regulations for polymerizing sub-
stances. These are materials which, without stabilization, are liable to undergo an
exothermic reaction resulting in the formation of larger molecules or resulting in the
formation of polymers under conditions normally encountered in transport. Dow
ships a number of these materials, primarily Monomers. Monomers are vital to the
American public, for applications such as water treatment, adhesives, paints, caulks
and sealants, and paper coatings. While Dow supports the need for further regula-
tion of these materials in the U.S. and around the world, in viewing the pre-publica-
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tion of the final rule, there are two specific regulations DOT is not harmonizing with
the international regulatory bodies that will result in undue economic impact on
U.S. shippers while not improving safety, as follows:

§172.102(c)(1), Special Provision 387

DOT will require a different temperature (50°C versus internationally required
45°C) for these materials that when transported in a portable tank, such as an
ISO container, and when chemical stabilization is employed, the level of sta-
bilization is sufficient to prevent a dangerous polymerization.

$173.124(a)(4)(i)

DOT will require a UN Test Series E, or equivalent test method with the ap-
proval of the Associate Administrator, be performed on these materials when
transported in certain packaging types, whereas the international bodies do not
require such a test.

Dow urges DOT to publish the HM—-215N final rule as soon as possible, including
fully harmonizing the aforementioned regulations to avert undue burden on U.S.
shippers.

Another rulemaking published by the DOT since December is an Advance Notice
of Proposed Rulemaking entitled Volatility of Unrefined Petroleum Products and
Class 3 Materials (HM—251D). DOT is considering establishing vapor pressure lim-
its for unrefined petroleum-based products and potentially all Class 3 flammable lig-
uid hazardous materials for transportation by all modes. The comment period was
extended until May 19, 2017. For the reasons to be outlined in our comment submis-
sion, as well as our industry member association submissions, namely the ACC and
the Dangerous Goods Advisory Council, Dow believes establishing a vapor pressure
limit to encompass all Class 3 flammable liquids by any mode of transportation
would not improve the safe transportation of our chemicals and would cause undue
economic and operational burdens.

In closing, the U.S. needs sound policies and a comprehensive strategy for a ro-
bust transportation sector and investment in its infrastructure if we are to improve
the global competitiveness of the U.S. manufacturing sector. These policies must
keep upstream and downstream manufacturing businesses competitive to create the
kind of long term job growth our company needs. For example, significant railroad
consolidation has been allowed since Congress passed the Staggers Rail Act of 1980,
achieving a desired result of well-capitalized, revenue adequate railroads. It is now
time to establish a greater balance between competition and revenue adequacy in
our Nation’s rail regulatory policy. A competitive transportation system is vital to
American manufacturing growth that creates new investment and job opportunities.
Competitive switching is one step that will help bring us closer to promoting com-
petition for shippers in rail transportation, and promises to improve rail service,
provide better routing options, and establish competitive rates, all of which are im-
portant for American manufacturers to be competitive in a global marketplace.

Thank you once again for recognizing the chemical industry as a principal stake-
holder in developing policies that can keep our economy moving. We welcome the
opportunity to further collaborate with the Subcommittee, the DOT and all industry
stakeholders to develop infrastructure and transportation policies that further drive
investment and manufacturing growth in the U.S. We must ensure our Nation has
a safe, secure, sustainable, and competitive network to deliver our products when
and where they are needed not only within our borders but around the world. Please
let me know if you should have any additional questions.

RESPONSE TO WRITTEN QUESTION SUBMITTED BY HON. MAGGIE HASSAN TO
Tom GURD

Question. One area that I know has repeatedly come before this Committee and
the full Senate is the issue of increasing the size of trucks by allowing for a massive
tractor-trailers, known as Twin 33s. While these larger trucks may drive decently
on long stretches of highway in sparsely populated swaths of our country, I worry
about how they would fare travelling through busy small and medium-sized towns
and on winding mountainous roads like the ones in New Hampshire. I want to keep
our truck drivers and travelers on the roads with them safe. Do you agree that the
industry, state, and Federal governments must meticulously study the potential im-
pacts of these larger trucks—specifically on the types of communities I've de-
scribed—Dbefore making decisions that could harm people in our communities?

Answer. Safety is Dow’s top priority. Dow is one of the largest chemical shippers
in North America. We support continuous improvement in transportation safety and
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security to protect the American public and the environment. This includes full con-
sideration of operational, infrastructure, technological, and sustainable advance-
ments. Dow is committed to Responsible Care®, the chemical industry’s world-class
environmental, health, safety, and security performance initiative. OQur carriers, in-
cluding our road carriers, demonstrate this same safety commitment through the
Responsible Care® Partnership program.

With any legislative or regulatory actions, Dow believes they must be data-driven
and supported by a sound cost-benefit analysis. There appears to be data available
in support of a safe and sustainable shift to the Twin 33. We referenced a study
commissioned by Americans for Modern Transportation entitled “T'win 33 Foot
Truck Trailers: Making U.S. Freight Transport Safer and More Efficient”, which
cites data published in the Federal Highway Administration’s 2015 study entitled
a “Comprehensive Truck Size and Weight Limits Study”.

Based on the Americans for Modern Transportation study, it appears there would
be benefits to the U.S. freight system, economy and the American public. Dow un-
derstands a Twin 33 would supplant a Twin 28 currently utilized on our Nation’s
highways, and would not supplant trucks currently traveling though busy small and
r?lqdium-sized towns and winding mountainous roads like the ones in New Hamp-
shire.

Safety benefits include fewer trucks, fewer trips, better enforcement to ensure the
safety of other trucks, improved high-speed dynamics compared to a Twin 28, and
leading safety technology. Dow understands that mileage exposure is the single big-
gest factor driving year-to-year changes in crashes, injuries and fatalities associated
with motor vehicle travel, including truck travel. Fewer trucks on our roads could
also reduce effects on our transportation infrastructure.

In 2016, Dow launched our 2025 Sustainability Goals. Sustainability benefits of
the Twin 33 include better fuel efficiency and environmental benefits, saving 255.2
million gallons of fuel, and reducing carbon and nitrous oxide emissions by nearly
three million tons and one billions grams, respectively. These emissions reductions
would be equivalent to taking 551,000 cars off our Nation’s roads.

Operational and societal benefits include increasing volume capacity by 18.6 per-
cent without a maximum weight increase, reduced traffic congestion, and alleviating
the driver shortage while providing higher-quality and more stable jobs for drivers.
These benefits would allow Dow to make our supply chain more efficient, while
making transportation safer and more sustainable.

Thank you once again for recognizing the chemical industry as a principal stake-
holder in developing policies that can keep our economy moving. We must ensure
our Nation has a safe, secure, and sustainable network to deliver our products when
and where they are needed. Please let me know if you should have any additional
questions.

RESPONSE TO WRITTEN QUESTIONS SUBMITTED BY HON. DEB FISCHER TO
Wick MOORMAN

Question 1. Mr. Moorman, in your testimonies you each discussed reforms in the
FAST Act that streamlined the environmental review process and removed some of
the red tape on routine infrastructure and asset maintenance. Would you please
elaborate on the types of challenges your railroads face when attempting to build
or improve its infrastructure? Are there ways that Congress can improve on the
work within the FAST Act?

Answer. We appreciate the efforts of Congress, and specifically this Committee,
to streamline the environmental review process, providing rail parity with other
modes of transportation. While we have a multi-step process for building and im-
proving infrastructure, our greatest challenge remains our access to direct Federal
funding for critical infrastructure projects throughout our system that require dedi-
cated funding to help move these processes along. In some cases, even with a
streamlined process for environmental review, the long absence of Federal support
for a project will allow the assessment to lapse and require us to restart permitting
and reviews that expire. We continue to request additional predictable and dedi-
cated funding for our critical infrastructure investments as I outlined in my testi-
mony.

Question 2. As we enter into a new administration and a new Congress, how can
we improve the regulatory process at agencies to move towards outcome, or perform-
ance-based regulations with better data? As you are aware, in the FAST Act, I au-
thored measures to reform the Federal Motor Carrier Safety Administration to en-
sure more participation and a stronger cost-benefit analysis. Are there specific
changes you would hope to see across the DOT to improve the regulatory process?
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Answer. In general, we support improved regulatory processes and better data.
However, each proposal much be carefully weighed for its potential benefit to im-
proved safety of the passengers and workers in our rail system, based on new and
proven technologies available to the rail industry, and the funding to support such
changes to the regulations that guide our daily action. We are happy to work with
Congress and FRA to identify potential improvements. Better data will always be
a welcome addition and criteria for our decision making in identifying these im-
provements.

Question 3. Mr. Moorman, I greatly appreciate the depth of private sector railroad
experience you bring to Amtrak. Would you please talk about some of the positive
reforms you are making at Amtrak’s corporate structure, operations, and business
objectives? For example, in early January you took efforts to consolidate the leader-
ship structure at Amtrak.

Answer. It is vital for us to capitalize on the success of Amtrak over the past 10
years. We have an opportunity to build an even more efficient and effective company
that can facilitate, organize and operate best-in-class passenger rail services
throughout the United States. To do so, we needed to be structured properly and
I streamlined and improved our reporting structure to reflect that desired outcome.

We have a new organizational structure for Amtrak that will enable us to create
greater product and customer focus, along with strengthening accountability and de-
cision making throughout our company. This new structure aligns with our focus
to improve the way we do business, modernize and enhance the customer experi-
ence, and invest in our future. These changes are a necessary first step to driving
the five key objectives that we believe are critical to our long-term success:

e Building a world-class safety culture with a relentless focus on training, risk-
reduction, positive reinforcement and personal accountability;
e Developing and consistently providing competitive products and services;

e Creating the teams and processes necessary to serve and grow our customers
across all business segments;

e Gaining support for and delivering on investments that sustain, improve and
grow our business; and

e Harnessing innovation, technology and partnerships to enhance and accelerate
our business.
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